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AMERICA’S | 
RESEARCH AND 
DEVELOPMENT 
CENTER... 


THE NATIONAL CAPITAL AREA has our 
country’s largest concentration of 
government research laboratories, 
technical libraries and scientific 
foundations. Here, too, are scores of 
key firms—large and small—making 
invaluable contributions to space-age 
research, development and production. 
Most of these firms need flexible 

Tale Mme[-dolctalefc] o)(cMmi0l:) ime) am dal-1] anol a efor] 
operations and find it in the area’s 
natural gas supply. 

This community offers ideal locations 
for organizations or companies engaged 
in technical or scientific activity. 
Proximity to the many specialized 
agencies and professional personnel, 
transportation facilities that mark 

the crossroads of the world, utility 
service geared to the area’s rapid Flare | 
continuous expansion—these are some 
of the reasons. The Washington Gas 
Light Company will welcome inquiries. 
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(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 


4 4 


Pustic Uriniries ForrniguHrLty . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of laws; for 
equitable and nondiscriminatory taxation; 
and, in general—for the perpetuation of the 
free enterprise system. It is an open forum 
for the free expression of opinion concern- 
ing public utility regulation and_ allied 
topics. It is supported by subscription and 
advertising revenue; it is not the mouthpiece 
of any yroup or faction; it is not under the 
editorial supervision of, nor does it bear the 
endorsement of, any organization or associa- 
tion. ‘The editors do not assume responsi- 
bility for the opinions expressed by its 
contributors. 
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New Horizons for the Gas Industry ..L. 7. Potter 
Today the gas industry is stronger, larger, and better informed 
than ever. 


Gas Producers and the 
Courts Willard W. Gatchell 
An analysis of objections raised by the courts to the use of 
field prices for producer rates. 


Improving the Effectiveness of 
FPC Gas Regulation William 8S. Tarver 
The author points out that if the natural gas industry is to be 
regulated, it must be effective regulation. 


Producer Problems under the 
Natural Gas Act John C. Mason 
A discussion of the problems of regulation under the Natural 
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Gray Belt James H. Collins 
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conditioning in 1962? 
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C-E TANGENTIALLY FIRED BOILERS 


HOW C-E TILTING TANGENTIAL BURNERS CONTROL SUPERHEAT. 
First diagram shows burners tilted downward to reduce 
furnace outlet temperature. Middle diagram shows nor- 
mal operating position. Third diagram shows upward 














five more complete combustion... 


Erection view showing shop 
assembled burner panel being 
placed in position for welding 
to wall panels. All four corners 
of the furnace are similarly 
equipped. 








ost sensitive steam temperature control 


Tangential firing—pioneered by Combustion 
in 1927—is today the most widely accepted 
method of firing pulverized coal, gas or oil, 
separately or together, in large utility boilers. 
Air and fuel are fed to the furnace in a 
number of relatively small streams which are 
directed from each of the four corners of the 
furnace. 

This assures intimate mixing and sets up a 
strong turbulent motion within the furnace 

. to produce the most complete combustion 
with minimum carbon loss. The combustion 
gases fill the furnace for more rapid heat 
transfer to the waterwalls. 


The tilting nozzles of C-E Tangential 
Burners automatically tilt up or down as 
steam temperature varies. If steam tempera- 
ture goes too high, the nozzles tilt downward 

. more furnace wall surface becomes effec- 
tive... gas temperature to superheat surface 
is lowered ... steam temperature goes down. 
Or, if steam temperature drops, the nozzles 
tilt upward ... hotter gases go to the super- 
heater ... steam temperature goes up. 

Catalog PC-8 gives full information on 
tangentially fired C-E boilers, including units 
with capacities as low as 70,000 lb of steam 
per hour. Write for your copy today. 


COMBUSTION ENGINEERING oe 


General Offices: Windsor, Conn. * New York Offices: 200 Madison Avenue, New York 16 





ihe E annual convention of the Ameri- 
can Gas Association meets this year 
in Dallas, Texas, October Ist to 4th at 
about the time this issue is distributed. 
Following our custom of several years, 
we have endeavored to obtain for this 
number, material and articles of special 
interest to our gas industry readers, as 
well as to our subscribers in the other 
utility industries and regulatory fields. 


By the same token, this occasion gives 
us an Opportunity to salute our good 
friends of the gas industry and con- 
gratulate its members on the many ac- 
complishments and developments in the 
public service. Another and more recent 
editorial custom is- to provide, through 
our columns, space for statements from 
the executives and other officials of gas 
utility companies all over the United 
States to register their own views, not 
only about their company operations, 
plans, and progress, but also about general 
problems of the industry and their rela- 
tion to our overall national economy. 
This valuable feature will be found in 
the Industrial Progress section (page 
31) under the title “Gas Service Meets 
the Challenge of Today and Tomorrow.” 


‘ I ‘HE opening article in this issue comes 
to us from L. T. Porrer, president 
of the American Gas Association and 


WILLARD W. GATCHELL 


L. T. POTTER 


president of the Lone Star Gas Company 
of Dallas. In this special messave to 
Pusiic UTILITIES ForRTNIGHTLY, Mr. 
POTTER gives us some of his own inpres- 
sions about the importance of the work 
of this great national industrial organiza- 
tion at this particular time when it is as- 
sembling for its forty-third annual con- 
vention. We _ notice particularly _ the 
emphasis which Mr. Potrer’s message 
places upon regulation under present op- 
erating conditions which the gas industry 
faces. 


THIS was seen in the AGA appoint- 
ment a year ago last June of a Special 
Committee of Executives on Regulatory 
Affairs. As Mr. Porter says, there is no 
one who works with or in the gas industry 
very long these days who does not dis- 
cover that regulatory problems loom large 
in their bearing upon the well-being of 
the gas business and its relations to the 
public. This is particularly true in the 
area of federal regulation. 


AND in this area we have developed 
three articles to be found in this : 
dealing with related phases of gas 11 
try regulation at the federal level. By 
sheer coincidence, or perhaps becaus of 
the importance of the regulatory asj «cts 
in this phase of gas industry evolu‘ on, 
these three authors all happen to be 
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“Cur subject for the next few 


sessions will be natural gas... 


...using these textbooks 
provided by the gas company” 


Dayton Power and Light Company’s new 24-page 
textbook on natural gas is being offered to all high 
wed | schools in its service area. It is especially written, 
_ ~ under direction of a committee of Dayton science 
iy teachers, to tell high school science students the story 
a of natural gas production, distribution, and uses. 
Say ; Copies of “The Role of Natural Gas” are available 
upen request. DP&L will also be happy to make re- 
production copy available, through its printer, to 
any other gas company without charge. 
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PAGES WITH THE EDITORS (Continued) 


former counsel of the Federal Power 
Commission ! 


a article on “Gas Producers and the 
Courts,” which appears on page 
499, comes to us from WILLARD W. 
GATCHELL, a native Washingtonian and 
a graduate of George Washington Uni- 
versity (LLB, ’27), who began his career 
on the FPC staff thirty years ago. He 
was appointed general counsel in 1953, 
a year before the United States Supreme 
Court decided that independent producers 
of natural gas are subject to the Natural 
Gas Act. He retired from that post in 
1960 and is now engaged in private prac- 
tice in the city of Washington. 


* * * x 


+ woe C. Mason, whose article on ‘“‘Pro- 
ducer Problems under the Natural 
Gas Act” begins on page 512, was ac- 
tually general counsel of the Federal 
Power Commission at the time this paper 
was originally formulated. That was for 
presentation before the Mineral and 
Natural Resources Law Section of the 
American Bar Association at St. Louis 
last August. Since that time Mr. Mason, 
who succeeded Mr. GATCHELL, has been 
appointed deputy general counsel (his 
present post), effective September 1, 
1961. A native of Charlotte, North Caro- 
lina, he attended Furman University 
(1930-31) and graduated from George 
Washington University (LLB, ’40). Mr. 
Mason has been with the FPC since 1934 
and an attorney on its legal staff since 


1941. 


WILLIAM S. TARVER 


JUHN C. MASON 


panes S. TARVER, whose article oa 
“Improving the Effectiveness o! 
FPC Gas Regulation” begins on page 503, 
is now counsel of the Southern Natural 
Gas Company of Birmingham, Alabama. 
But he is another Washingtonian and 
former staff career official of the FPC. 
A graduate of Georgetown Universit, 
(BS, ’37) and Southeastern University 
(LLB), Mr. Tarver served as assistant 
general counsel for the FPC during the 
forties and also as former chief of its 
gas bureau. Mr. TARVER’s article, also, is 
a restatement of a paper originally pre- 
pared for presentation to the Mineral and 
Natural Resources Law Section of the 
American Bar Association, which met in 
St. Louis last August. 


f eer: article beginning on page 528, 
entitled “Record Year Is About t 
Begin for Gas Air-conditioning Sales,” by 
WiLt1aM G. WEPFER, vice president and 
general sales manager of the Arkla Ai 
Conditioning Company, discusses air 
condition market capability and em 
phasizes that new equipment and high 
demand are bringing cost of installatior 
to a level competitive with electricity 
while operating costs are also lower. 


THE next number of this magazine will 
be out October 12th. 


A, CdstGune 
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Ther? 1s a 
UE:.LER: NO-BLO: MACHINE 


i to safely do your job. 


You can economically connect or transfer services and repair or replace 
lines with the Mueller No-Blo Method and Machines. There is no blow- 
ing of gas, no interruption of service—work is safely completed under 


pressure. 





D-4 MACHINE } T-MACHINE 

* Drills Y4’’ through 24” A * Drills Ye’ through %4” 

¢ Pressures to 500 p.s.i. 2 ¢ Pressures to 125 p.s.i. 
at 100° F. 4 at 100° F. 

¢ Hand-operated >, Se ¢ Hand-operated 


E-4 MACHINE 

* Drills Ye'’ through 1” 

* Pressures to 500 p.s.i. 
at 100° F. 

¢ Hand-operated 





B-100 MACHINE 
* Drills and taps 12” 
\ through 22” 
. ¢ Pressures to 250 p.s.i. 
; at 100° F. 


DH-2 MACHINE * Hand or power-operated 


¢ Drills Y4’’ through 2¥%e’” 

¢ Pressures to 1200 p.s.i. 
at 100° F. 

* Power or hand-operated 


EH-1 MACHINE 

° Drills Y4’’ through 1” 

¢ Pressures to 1200 p.s.i. 
at 100° F. 

¢ Hand-operated 








Your Mueller Representative é MUELLER CoO. 
has more information on the . 
complete Mueller line of drilling, x DECATUR, ILL. 
tapping and inserting machines. 4 dts 
Contact him or write direct. 


Factories at: Decatur, Chattanooga, Los Angeles 
¥ — In Canada: Mueller, Limited, Sarnia, Ontario 
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WHAT'S AHEAD FOR INDEPENDENT TELEPHONY IN 1962? 

Frank G. LaPrade, first vice president of the United *- ites 
Independent Telephone Association and president of th. “ee 
Telephone Company of Martinsville, Virginia, tells us abo: | the 
exciting future ahead for independent telephony. Anticij: «ing 
the forthcoming meeting of the USITA at its sixty-fourt an- 
nual convention in Chicago October 8th to 11th, this a: hor 
discusses the ways and means by which the national associ. ion 
helps the independent (non-Bell) companies prosper in thi age 
of electronics and satellites. 


AMERICA'S GREATEST RELATIVELY UNDEVELOPED RESOURCE 

It was back in 1958 that a group of members and directo: s of 
the USITA met to launch a much needed and overdue proy:am 
for training personnel at the managerial officer level. Since 
then this annual program, conducted three weeks each suniner 
at the University of Kansas, has gone on to bigger and better 
success. Kenneth L. Dally, vice president of Western Power & 
Gas Company and its telephone subsidiaries, describes the work 
of this course and its objectives. 


THE GOVERNMENT'S LARGEST ENTERPRISE__THE POST OFFICE 

Although this article by Professor of Economics John D. Gar- 
wood of the Fort Hays Kansas State College does not deal di- 
rectly with public utilities, it covers an area of government 
monopoly which is, indirectly at least, a sort of slow-motion 
competitor with both telephone and telegraph companies in 
the broad field of communications. Critical of the mounting 
deficits and deteriorating service standards in the Post Office. 
Professor Garwood ventures some corrective suggestions. 


FLORIDA GOES 100 PER CENT DIAL 

On August 31, 1961, Florida became the first southern state and 
one of the relatively few states as yet to reach the status of 100 
per cent dial conversion for its telephone service. Chairman 
Wilbur C. King of the Florida Railroad and Public Utilities 
Commission was on hand that day in the little town of Perry, 
Florida, to salute this occasion. This article gives his thouglits 
in connection with developments along these lines. 


FOR 1976, A PAGEANT OF THE TELEPHONE WOMAN 

Is the telephone operator—the Gibson girl of the early century, 
the “weaver of speech” of the thirties, the heroine of many 
exciting story, both fiction and nonfiction in more recent time: 
going the way of the dodo through automation? Not at 
says James H. Collins, who reviews the pageant of the gif! 
telephone ladies whose legion totals more than 22 million 
the Bell system alone. 








AND IN ADDITION .. . . Special financial news, digests, and interpretations of court 
end issi decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 





others. 
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The new Public Service Gas Distribution Center acts 
38 a Central control medium for all natural gas re- 
ceived by Public Service. It also allocates the supply 
to metering and regulating stations, to gas plants, 
nd certain industrial users. 


\ computer system, planned for the Public Service 


ersey City. gas dispatching office, will perform data 
‘athering and reduction, and predict load conditions 
ased on weather reports through use of a formula 
eveloped by the Public Service Electric and Gas 
‘ompany. Initially the system will receive presently- 
elemetered inputs from approximately 15 satellite 
stations. In addition, data will be received for entry 


into the computer via teletype. This data will include 
gas flows, pressures and other load data from six 
gas plants. 


The computer system will also log out information in 
engineering units. It will punch tapes for any addi- 
tional processing required and for permanent data 
storage. Off-line calculations such as the solution of 
gas main network analysis problems and the prepa- 
ration of daily allocations of purchased natural gas 
will be performed. 


This kind of planning by Public Service assures safe 
and effective customer service, now, and in the 
future. 

339-61 


wf PUBLIC SERVICE ELECTRIC AND GAS COMPANY 





CCoukelle (Coke 


“There never 


was in the world two opinions alike.” 


—MONTAIGNE 





EDITORIAL STATEMENT 
Industrial News Review. 


Tuomas H. Kucuet 
U. S. Senator from California. 


Joun M. KeELiy 
Assistant Secretary, Depart- 
ment of the Interior. 


Joun G. TowErR 
U. S. Senator from Texas. 


THOMAS KENNEDY 
President, United Mine Workers 
Union. 


C. STEwart SHEPPARD 
Dean, Cornell University. 


Davip LAWRENCE 
Editor, U. S. News & 
World Report. 


Apial E. STEVENSON 
U. S. Ambassador to the 
United Nations. 


“The best way to avoid debt is to spend less than 
you make. It’s that simple.” 


“There can be no moral or equitable justification for 
having the federal government take two income tax 
bites out of the same dollar of profit.” 


> 


“The coal industry cannot stand still. It must engage 
in a never-ending search for an entirely new range of 
uses, not merely as an energy-producing fuel, but also 
in the field of industrial raw commodities.” 


¥ 


“The people should be allowed maximum liberty, and 
the function of the government is only to preserve order 
—to preserve order so that people may be able to enjoy 
their liberties—not to narrowly proscribe and deny their 
liberties.” 


5 


“It is quite understandable that the oil-gas industry 
leaders are at their wits’ end because they have a neu- 
rotic dread of being mentioned in public, chiefly because 
their high depletion tax allowance will be brought to 
the attention of the country’s taxpayers.” 


* 


“It is not enough for schools of business administra- 
tion to teach their students to be tradesmen in the field; 
if such a school is to perform its highest purpose, it 
must equip its students to be the industrial statesmen 
of the future and the articulate spokesmen for their 
economic philosophy.” 


> 


“Businessmen don’t really know what to expect, and 
many of the plans that should long ago have been under 
way to construct new plants haven’t been launched. All 
the benefits to employment that would have been de- 
rived from the heavy goods industries if a broader 
policy on depreciation had been formulated have, there- 
fore, not been forthcoming.” 


“If the scientist and the engineer can create a thrust 
strong enough to defeat the earth’s gravitation, and can 
plan to send groups of men into flight far beyond the 
earth—then it is up to us in government and diplomacy 
to develop a comparable ‘orbital velocity’ of our own, 
great enough to lift all mankind beyond the dread 
gravitation of mistrust and war.” 
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LUBRICATED PLUG VALVE DIVISION: 3517 Polk Ave. P. 0. Box 18211, Houston 23, Texas 


ROLOTORK® Lubricated Plug Valves for 
high-pressure mains and distribution sys- 
tems. 11/2 -26”...worm gear operated... 
flanged, welding, and flanged-by-welding 


ends. ASA 300, 400, 600. 


Lubricated Plug Valves for serv- 
ice lines. 1 - 4”... wrench oper- 
ated...flanged or Dresser ends. 
High strength cast iron; 175 Ib. 








Lubricated Curb Cocks. 34 


-2” 


... screwed or Dresser ends. Op- 
erating extensions for deep 


bury are available. 


EXECUTIVE OFFICE: 750 Third Avenue, New York 17, New York 


Lubricated Plug Valves for intermediate- Lubricated Plug Valves for ivw-pressure 
pressure distribution systems. 1 - 24”... distribution systems. 1-24... wrench, 
wrench, worm or spur gear operated... 
flanged ends. Cast steel, ASA 150, 300. sizes available with screwed ends. 


worm and spur gear operated... smaller 


others, flanged ends. Higher strength 
cast iron to 800 Ibs. WOG. 





Standard Gas Cocks. 2-2”... Lubricants for every service. 
black or galvanized... with or Standard for gas distribution 
without lockwing. work is Walworth No. 517, avail: 
able in stick or bulk. 








GET COMPLETE DE- 
TAILS AND SPECIFI- 
CATION DATA ON 
THIS FAMILY OF 
FINE LUBRICATED 
PLUG VALVES, 


COCKS AND ACCES- 


SORIES FOR GAS 
DISTRIBUTION AND 
SERVICES. SEND 
FOR THIS NEW 28- 


PAGE FULLY-ILLUS- 
TRATED MANUAL. 


WALW ORT Ex 
Lubricated Plug Valve Division: 
3517 Polk Avenue, P. 0. Box 18211 
Houston 23, Texas 


Gentlemen: 
Please send me a copy of “Lubricated Plug Valves and Cocks for Gas 
Distribution Lines and Services”. 


TITLE cs ccuscheeataior swe GOMPANY......... 


STREET... 
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WALWORTH SUBSIDIARIES: Alloy Steel Products Co. = Conoflow Corporation # Grove Valve and Regulator Co. # M &H Valve & Fittings Co. = Southwest Fabricating 
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strange place Like a traffic officer controlling the movement of cars and pedestrians 

at a busy intersection, Sam Willey controls the movement of 

for a natural gas at an important United Gas pipe line junction. 
g J 

CT ng f fi c Co 99 He’s one of many United Gas employees directing the flow 

Pp of gas from wells, through processing equipment, into 

pipe lines and finally to markets. These men keep watch on our 
pipe lines, regulators and meters ...controlling pressures, 
assuring a dependable supply of the world’s finest fuel precisely 


ay ee where it’s needed, and when it’s needed. Field Ly Be ITE ce | 


dispatchers are mighty important people in the 


ed Gas organization. Their jobs, like those of some 6,000 United Gas employees, are performed with one fs; 2 “ 
W-pressure objective — to provide natural gas service at reasonable rates to our hundreds of thousands of customers. r 
- . Wrench, 


SERVING THE GULF py 
. Maller 


ed ends; S. D. (Sam) Willey, Field Dispatcher at Whistler Junction, near Mobile, Ala. 
Strength ae 3 





service. 
tribution 
17, avail- 




























STONE & WEBSTER CAN 
HELP YOU BRING 


THE LONG VIEW 
INTO FOCUS 


Successful long-range forecasting depends 
upon objectivity and specialized experience 
... this is what you find at Stone & Webster 
Service Corporation. 


Long-range forecasting in our expanding economy 
has become a vital factor in the successful operation of utility companies of every size and in 
every region. Through their experience with many such companies across the country, Stone 
& Webster experts can add seasoned, objective judgment to help you reach decisions today 


that will affect the progress of your company in the next five, ten, fifteen years or more. 


OUR SERVICES IN THIS AREA INCLUDE: 


System planning A A Determining financial requirements 


Raising new capital for major projects & A Area growth and development studies 





Organizational and personnel studies A A Analysis of adequacy of rates ction ¢ 
Plant expansion studies A A Future earnings capability review 


Analysis of insurance coverages A A Projection of pension and other 
welfare plans 
Evaluating long-term sales, public A 
relations and advertising programs A Determining feasibility of new 
ventures, mergers, acquisitions Fror 


gigal 





for 


a ye 
bill 





‘We would welcome an opportunity to discuss your future planning at your conven ‘ence. 


STONE & WEBSTER service corporation 


sO Broad Street, New York 4, New York 
















ction of Alberta-California Pipeline being eased across the Kootenai River in northern Idaho—one of 14 major river crossings. 


Look what's coming from Canada 
to help California grow 


From A'berta, Canada, to San Francisco Bay a California each day! The mammoth $300 million 


gigantic “as pipeline is being laid in eleven “spreads” project is being built in 14 months and will provide 
for comyletion this year. It’s over 1400 miles long, another source of natural gas for Northern California 
a yard \ide. When operations begin, nearly a half ...one more example of PG&E’s continuing 


billion cubic feet of natural gas will pulse into program to build ahead for our state-on-the-grow. 


PACIFIC GAS AND ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 





CONTINUING TO SERVE BUSINESS AND INDUSTRY 


Irving seminars 
open the doors 
of Wall Street 
to Utilities 


At One Wall Street, Irving specialists 
are ready with new and sound 
approaches—with seminars, for 
example, designed to provide the 
financial insight demanded by 
today’s rapidly growing Utilities. In 
addition to meetings with Irving 
specialists, these seminars offer 
contact with experts from the many 
areas of the Wall Street community. 
It is these experts who actually 
make the Irving seminars possible. 


Here’s a brief list of some of the 
doors Irving opens for Public ee: 
Utility executives during a Seminar f AY 
Week: 
Inside view of rating agencies—explana- 
tion of the functions of the investment 
banker—operations of the stock exchange—the 

broker and dealer and the over-the-counter market—concept 
of regulation—cost-of-capital—and others. 




















7 











So goes a typical week that utility executives from over 100 
companies across the country have found invaluable in familiarizing 
themselves with the ins and outs of the world’s financial community. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $150,000,000 Total Assets over $1,750,000,000 
GrorGeE A. Murpny, Chairman of the Board WILuiaM E. PETERSEN, President 
Public Utilities Deparrment—JOHN F. Cuips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE GORPORATION 

















‘Keeping the 
growing season 
going in 
Eastern 
Pennsylvania! 








is Fasten Pennsylvania grows, so grows UGI. And the growing season in this thriving industrial- 
gricultt' al area lasts twelve months a year. To keep pace with ever-increasing demands for 
DAS, Ui [ spends millions of dollars annually for new plants, service and distribution facilities. 
DAS, th. outstanding fuel value in Eastern Pennsylvania, helps people, places and plants to 
rosper serves as a powerful force to attract new industries. UGI is proud to serve this 
ea wit GAS—the clean, dependable, safe fuel—and efficient gas service. We look forward 
0 contr: uting to the future growth of this progressive area. 


THE UNITED b GAS IMPROVEMENT COMPANY 
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Long Island Lighting picks Diesel Peaking 


Long Island Lighting Company has installed 
a 4000 KW Electro-Motive Peaking Plant at 
Northport, Long Island to provide area protec- 
tion and spot peaking by remote control. 


The Plant is designed to also supply con- 
struction power and emergency starting power 
for a large steam plant now being built. 


WARNING—THIS UNIT IS AUTOMATIC: 
This sign, which is attached to the Electro- 
Motive Plant, points up an important operating 
feature. In the event that a line outage occurs 
at any time, and attempts to reclose fail, an au- 
tomatic signal starts the Electro-Motive Plant. It 
comes up to full speed, synchronizes and loads 


in less than two minutes to provide emerg: 
area protection. When service is restorec 
Electro-Motive Plant automatically shuts « 


PEAKING SERVICE: In addition to prov 


emergency protection for the area, the Ele 
Motive Plant will function as a spot pe 
power generator. For this service it w 
operated by remote control from the Hick 
Operations Center. And the quiet smok« 
operation of the Diesel Plant makes it ide 
its suburban location. 


ADAPTABLE TO MANY FUNCTIONS- 
inherent design characteristics of the Ele 
Motive equipment on the Long Island Lig! 
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Piants for economical area protection 


sys m that make it ideal for peaking and area caused by rapid thermal changes occurring 
pro ‘ction, also make it well suited for many of from start to full load. 


vc Be eaaredicts Available in units from 2000 KW to 10,000 
‘ KW, the Electro-Motive peaking equipment line 
ee dead load pick-up for area pro- contains both Diesel and dual-fuel plants that 
_— permit matching the plant to exact require- 
attended operation for remote peaking ments for the most economical and efficient 
vice operation at the lowest investment. Ask your 
edom from damage to components Electro-Motive representative for details. 


ELECTRO-MOTIVE DIVISION: GENERAL MOTORS 


LA GRANGE, ILLINOIS 
In Canada: General Motors Diesel Limited, London, Ontario 








the appropriate power 
for your expanding program 


Pioneer Service & Engineering 6 


231 SOUTH LA SALLE STREET + CHICAGO 4, ILLING 
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en utilities need finance 


‘a.call to the Continental can be 


lenlightening. Our resources are more | 
2¥%, billion dollars. And the men in.our 
Utilities Division are well qualified 
to help with the planning. 
financial and otherwise— 
that goes along with growth. 
four inquiry will be 
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HOW IT WORKS 
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COMMERCIAL POWER MAINS 
NORMAL. LOAD SUPPLIED BY 
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POWER... 


ANSWERS THE NEED 


FOR A SOURCE OF CONTINUCGUs, 
NO-BREAK A/C ELECTRIC PO\ER 
WHERE POWER INTERRUPTIO! 
CANNOT BE TOLERATED 


Compact ... Light Weight . . . Efficient MICRO 
POWER assures a constant source of stable voltage 
electric power regardless of prime power conditions. 
MICRO POWER serves as an independent power 
supply when there is complete commercial power 
failure, and as a voltage stabilizer when power from 
the prime source is at usable, but uneven value. 


¢ no brushes, commutator, or slip rings to service, or 
replace, with new brushless generator 


optimum starting conditions 
squirrel cage motor with less than one percent slip 


electrical isolation from commercial source — volt- 
age adjusting potentiometer 


magnetic amplifier regulator mounted directly on 
unit 
conservatively rated bearings 


Chicago, Il. 
Dallas, Tex. 
Denver, Colo. 
Detroit, Mich 
Authorized sales and service representatives in Jacksonville, 1" 


Ds Jersey City, | is 
Los Angeles, ( «lif. 
Portland, Ore 


San Francisco, alif. 


UNITED STATES MOTORS CORPORATION 


102 West Fifth Avenue Oshkosh, Wis 





Natural gas 
for today 
and 
tomorrow! 


Marketing studies by customers... 

statistics from commercial and 

development groups .. . all point 

conclusively in the same direction—toward 
dynamic population and industrial growth 
throughout Panhandle Eastern’s market area. 
(Estimates of future population increase in the 60's 
...75% above the national average!) 


This means moving quickly to 
Vwi = provide the natural gas to power 
bli this “more of everything”. 


menesee Panhandle and its subsidiary, 
Trunkline Gas Company, 
are already proceeding 


——- 
te 


Ai 


Haseeneuneny 
hy 





system capacity by 420,000 
MCF per day. This 
$125,000,000 program will 
bring the Company’s 

total daily capacity to 

2 billion cubic feet-—more 
than double what it was 
ten short years ago. 

And there’s more of 

the same ahead. 


Panhandle’s program is designed to provide natural gas for today 
and tomorrow in this fast-growing heartland of America. 


PANHANDLE EASTERN 
PIPE LINE COMPANY 


Subsidiaries 
TRUNKLINE GAS COMPANY 
ANADARKO PRODUCTION COMPANY 


OFFICES: Executive: 120 Broadway, New York 5, N. Y. 
Operating: Broadway at 35th Street, Kansas City 41, Missouri 
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to evaluate distribution transformer perform 
ai.ce, then it’s important you consider Moloney 


.. Why Moloney% 


Because Moloney’s 
concept of “Total 
Design” assures the 
best all-around effi- 
ciency per invested 


dollar! 


When you evaluate transformers, the 
overall design concept is an impor- 
tant consideration. Through the 
years, Moloney has constantly im- 
proved the overall performance and 
quality of its transformers This 
progress is a reflection of the “Total 
Design’”’ concept which coordinates 
design of all transformer compo- 
nents so that no feature is stressed 
at the expense of another. 


When evaluating distribution trans- 
formers, keep “Total Design” in 
mind. You’ll see what we mean 
when you compare all aspects of a 
Moloney Transformer with the fea- 
tures of competitive units. 


ME61-20 


MOLONEY ELECTRIC COMPANY 


Manufacturers of Transformers and Switchgear 
for Utilities, Industry, and Electronic Applications 





serves a very special 


Throughout its service territory—in Ohio, 


Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 
York — natural gas continues to be the 
preferred fuel for home and industry. 
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Thirty Per cent of the 


ural gas Cus- 
per Cent of 
‘Populatj On-— 
Seven states 
mbia Serves. 


THE COLUMB 
SYSTE “i, INC 
COLUMBIA GAS SYSTEM SERVI<E CORPORA 
COLUMBIA HYDROCARBON CORPORAT 


120 EAST 41st STREET, NE: YORK if 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 170° MacCORK 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS «:ROUP:7 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUM "US 15, Ol 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AN! HEAT (0 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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CHECK THESE DATES: 


Sept. 28-29—Public Utilities Advertising As- 
sociation, Region 3, will hold meeting, 
Morgantown, W. Va. 


Sept. 28-29—Southeastern Electric Exchange, 
Accounting Section, will hold meeting, 
Atlanta, Ga. 


Oct. 1-4—American Gas Association will 
hold annual convention, Dallas, Tex. 


Oct. 1-5—The Electrochemical Society, Inc., 
will hold meeting, Detroit, Mich. 


Oct. 1-7—Electric Council of New England 
Management Training Course will be held, 
Melvin Village, N. H. 


Oct. 2-3—lowa Utilities Management Con- 
ference will be held, Des Moines, lowa. 


Oct. 2-3—Public Utilities Advertising As- 
sociation, Region 1, will hold meeting, 
South Egremont, Mass. 


Oct. 2-3—Tennessee Valley Public Power 
Association, Power Use Section, will hold 
meeting, Memphis, Tenn. 


Oct. 2-4—American Water Works Associa- 


tion, Rocky Mountain Section, will hold. 


annual meeting, Taos, N. M. 


Oct. 2-4—Edison Electric Institute, Prime 
Movers Committee, will hold meeting, 
Denver, Colo. 


Oct. 2-6—National Job Training and Safety 
Conference will be held, Louisville, Ky. 


Oct. 3-4—Advertising Research Foundation 
will hold conference, New York, N. Y. 


Oct. 3-4—Ninth Annual Gas Measurement 
Institute will be held, University of Kan- 
sas, Liberal, Kan. 


Oct. 4-6—Indiana Electric Association will 
hold annual convention, French Lick, Ind. 


Oct. 4-6—International Association of Elec- 
trical Leagues will hold annual confer- 
ence, Atlantic City, N. J. 


Oct. 5-6—Midwestern Region of POOL will 
hold annual meeting, Chicago, Ill. 


Oct. 5-7—Southwestern Legal Foundation 
will hold national institute for petroleum 
landmen, Dallas, Tex. 


Oct. 8-11—National Commercial Refriger- 
ator Sales Association will hold annual 
convention, Las Vegas, Nev. 


Oct. 8-11—United States Independent Tele- 
phone Association will hold annual con- 
vention, Chicago, Ill. 


Oct. 9-11—International Association of 
Electrical Inspectors, Eastern Section, will 
hold annual meeting, Philadelphia, Pa. 


Oct. 9-11—National Association of Corro- 
sion Engineers, North Central Region, will 
hold conference, St. Louis, Mo. 


Oct. 9-13—Audio Engineering Society will 
hold annual fall conference and technical 
exhibit, New York, N. Y. 


Oct. 10-12—American Standards Associa- 
tion will hold national conference on 
standards, Houston, Tex. 


Oct. 12-13—Califernia Natural Gasoline As- 
sociation will hold annual fall meeting, 
Long Beach, Cal. 


Oct. 12-13—Florida Natural Gas Associa- 
tion will hold distribution conference, 
Palm Beach, Fla. 


Oct. 16-19—American Transit Association 
will hold annual meeting, Dallas, Tex. 


Oct. 16-20—National Safety Council will 
hold meeting, Chicago, Ill. 


Oct. 19-20—American Gas Association will 
hold marketing research seminar, Chicago, 
Ill. 


Oct. 23-27—National Metal Exposition will 
be held, Detroit, Mich. 


Oct. 29-31—Independent Petroleum Associ- 
ation of America will hold annual meet- 
ing, Houston, Tex. 

















Courtesy, Ainerican Gas Association 


Space Needle 


This artist’s sketch shows the 550-foot Space Needle which will be the 
symbol of the Century 21 Exposition in Seattle, Washington. The 
needle is topped by a 40-foot high flare lighted by natural 
gas. The special burner for the tower is being con- 
structed by the Washington Natural Gas Company. 





Public 
Utilities 


FORTNIGHTLY 


VOLUME 68 


SEPTEMBER 28, 1961 


NUMBER 7 








New Horizons for the Gas Industry 


The gas industry today is stronger, larger, and better informed than 
ever. The function of the American Gas Association in carrying on 
this consistent program of industrial promotion and information is 
summed up in the conclusion that today as never before the "gas 
industry knows where it is and where it must go.” 


By L. T. POTTER* 


President, American Gas Association 


HE gas industry we serve today is 

larger, stronger, and better in- 

formed than ever. Furthermore, evi- 
dence supports our belief that this in- 
dustry now stands on the threshold of 
doing the best job yet in defining its 
future roles and responsibilities as a 
major supplier of energy. 

But today’s gas industry has something 
else . . . beyond size and strength . . . 
which gives solid grounds for confidence. 
It has the enthusiasm and, more than 
that, the determination to mobilize and 


* Also president, Lone Star Gas Company. For 
— personal note, see “Pages with the Edi- 
S. 


consolidate its forces for increasingly 
effective service. 

The gas industry now is mustering all 
of the energies and resources of all its 
branches in a way that is most heartening. 
Here is an industry well equipped . . . 
and already embarked . . . on the voyage 
from the “here” of today to the “there” 
of tomorrow, more aware than ever as to 
where it is and where it must go. Here 
is an industry that has become more adult 
and mature and more effective, as an 
industry, than at any time in its history. 

Since we frequently take stock of 
our present and project our future in 
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statistical terms, no constructive purpose 
would be served here by requoting the 
copious statistics already available. Suffice 
it to say that we anticipate considerable 
growth in requirements for natural gas 
during the sixties. And, since substantial 
additions to our facilities will be needed 
to meet the demands of our customers, 
we estimate that both annual construction 
expenditures and gross plant will more 
than double in the next ten years. 

But as we discuss new horizons for the 
gas industry, we are well aware that pre- 
dictions . . . particularly statistical pro- 
jections . . . are based on a number of 
assumptions—increasing population, ris- 
ing standards of living and higher per 
capita use of energy, continuing popu- 
larity or acceptance among consumers, 
continuing supplies of gas at competitive 
prices, and so forth. 

We must assume, in addition, that solu- 
tions will be found to a number of knotty 
problems facing the gas industry, among 
them those concerned with the regulation 
of this industry. 


Need “Modern” Regulation 

. is fair to say that no one works in 

or with the gas industry very long 
today before he discovers that the regula- 
tory problem looms large in its bearing 
upon our industry’s well-being. We recog- 
nize that regulation in the public interest 
is a fundamental element in our situation; 
it is accepted in good faith and in good 
spirit. Federal regulation is part of the 
pattern of this regulation in the public 
interest. And, like all regulation, this 
should be equitable, modern, and expedi- 
tious if it is to perform its function 
properly. 

The American Gas Association is and, 
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for some time, has been concerned over 
delays in the processing of important gas 
matters in regulation as it is administered 
at the national level by the Federal Power 
Commission. 

Delays and difficulties in federal regu- 
lation arise from many causes, including 
increases in the demand for natural gas 
and the rapidity with which these have 
come about; the tremendous increase in 
the size of the industry to meet such ris- 
ing demands; and, finally, the inclusion 
for the first time of gas producers under 
the scope of FPC regulation. 

AGA indicated its concern in June, 
1960, by appointing a committee of top 
gas distribution and pipeline company 
executives to review and analyze the regu- 
latory problem and to recommend solu- 
tions. We call this our Special Committee 
of Executives on Regulatory Affairs— 
SCERA, for short. 

As instructed by AGA’s board of di- 
rectors, the committee thus far has con- 
fined itself to problems at the national 
level, particularly to those involving nat- 
ural gas proceedings before the FPC. 


paged that the fundamental prob- 
lem is delay, we have concentrated 
on developing proposals we believe would 
eliminate the undue delays which have 
come to characterize federal regulation 
of our industry, proposals which would, 
at the same time, increase the efficiency 
and effectiveness of regulation. 

SCERA has completed its report, and 
we already are translating its recom- 
mendations into industry action. Bas- 
ically, the recommendations fall into two 
broad categories. 

The first includes matters which, as we 
see them, do not require legislative action. 
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Among them are the procedural adminis- 
trative problems which can be solved by 
the issuance of new or revised rules, 
regulations, or statements by the FPC; 
by the establishment of new procedures 
under present rules and regulations; or 
by better policing and enforcement of 
existing rules, regulations, and procedures 
by the commission. 

The second category embraces matters 
which can be resolved only through legis- 
lation. The most important proposal in 
this area involves certain reorganizations 
in the FPC and its staff. We believe these 
would enable the commission to cope 
more effectively with its work load, in- 
cluding more efficient utilization and 
supervision of its staff and more effective 
development of policy. 


Opinions in Accord 


i’ the reorganization proposal sounds 
familiar, it would be well to recognize 
that any similarity in the recommenda- 
tions put forth by the various organiza- 
tions and individuals who have studied 
the problem serves primarily to under- 
score the unanimity of opinion as to the 
importance and urgency of effecting FPC 
reorganization. 

But going beyond its immediate con- 
cern regarding regulatory delay, AGA 
also is convinced there are many areas of 
regulation in which gas industry leaders, 
regulatory people, and others can work 
together to arrive at regulatory concepts 
and procedures that will be truly modern, 
as well as responsive to the public interest 
and to the growth and flexibility of the 
gas industry’s changing nature. Thus our 
SCERA group has become a continuing 
committee, operating under the direction 
of the AGA board. 


Closely related is the industry’s work, 
carried on with other petroleum industry 
associations, to improve understanding 
within the industry regarding problems 
arising principally from the federal regu- 
lation of gas producers. 


| aaa it would not be appropriate to 

undertake a detailed report on this 
activity, I would emphatically express the 
conviction that this industry already has 
exercised considerable effective states- 
manship in the area of understanding. 
In fact, I would be willing to predict that 
there will be concrete developments grow- 
ing out of the work that has been done 
and is continuing; developments which 
will be quite constructive in the affairs 
of the gas industry. 

On several occasions this year I have 
presumed to state I would far rather be 
working toward an established goal that 
turned out to be wrong than be working 
with no plan or direction at all. 

Although it did not arise out of my 
comment or suggestion, AGA now is en- 
gaged in a comprehensive job of forward 
planning for our industry. We know this 
activity as the Gas Industry Development 
Program, or just “GID.” The program 
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itself is one of the most important, finite, 
and far-reaching developments in our 
entire industry history. 

While we have, in the past, discussed 
our plans in specific fields of operation, 
we have not heretofore worked on such 
a comprehensive basis as is being done 
now. Today, we are in a much better 
position to discuss where our industry is 
going and how it should get there. 


ipl February, 1960, AGA’s board of 
directors placed three basic questions 
before the association’s GID Commit- 
tee: Where are we now, or what is the 
industry’s present status? Where are we 
headed, and what should be our industry’s 
short-range and long-range goals and ob- 
jectives? How do we get there, or by 
what means, and by whose efforts do 
we achieve these goals and objectives? 

More specifically, this committee of 
senior gas industry executives was direct- 
ly charged with a twofold assignment: 
To conduct a broad study of all phases of 
the industry to determine where the in- 
dustry is headed, recommending what the 
industry should aim for as long-range 
goals; and to develop a program of in- 
dustry action, with plans to achieve these 
goals. 

One of the committee’s first tasks was 
the drafting of a “statement of purpose,” 
general in character, to serve as the basic 
and fundamental charter of the industry. 
The ten points of the charter represent 
laudable aims or purposes for an industry. 
They are, we believe, goals well worth 
seeking because they are so absolutely 
essential to the continued growth and 
strength of the gas business. 

These points would be mere platitudes 
without force, however, were it not 
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for the fact that the committee also 
drafted specific and detailed goals and 
plans for action at the company and na- 
tional association levels, recommendations 
which can be adopted and implemented, 
They deal with seven major areas of gas 
industry activity or concern—industry 
policy, marketing, research, public rela- 
tions, intraindustry relations, regulation, 
and “general.” 

To single out one example, we might 
well examine Aim No. 7. This declares 
it is the purpose of the gas industry to be 
“an industry alert to its future require- 
ments and possibilities, constantly search- 
ing for new ideas, with adequate and con- 
tinuing research and development pro- 
grams.” 

Like any successful business, the gas 
industry has always been research- 
minded. In the early part of this century, 
all gas research was done by individual 
companies. Some gas companies, in fact, 
were founded on new developments in 
gas technology. 

The first major co-operative industry 
venture was that instituted under AGA’s 
Promotion, Advertising, and Research 
Plan (PAR) in 1944. Today, PAR ex- 
penditures for research exceed $3 million 
a year, having grown from $1.8 million 
just two years ago. We currently have 
under way some 85 projects in 16 dif- 
ferent research institutions, projects in 
six basic research areas—domestic, com- 
mercial, and industrial, gas operations, air 
conditioning, pipeline and “special.” 

AGA’s Research Program 

N addition to its own ends, AGA’s PAR 

research program has acted as a pump- 


priming device throughout the industry. 
Numerous gas companies have concluded 
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to undertake their own research which 
co-ordinates with the AGA program. The 
programs being carried out by these com- 
panies in their laboratories or in co- 
operative research in other laboratories 
are making material contributions in the 
program of progress through research in 
the industry. 

Furthermore, manufacturers of gas ap- 
pliances and equipment also have acceler- 
ated their research and development 
activities. Through these progressive com- 
panies, we are gaining substantial new 
strength in our continuing drive to im- 
prove the gas industry’s position. 

As we consider Aim No. 7 of the char- 
ter drafted by the GID Committee, we 
recognize that today there is no activity 
in our industry which receives more 
unanimous or more enthusiastic support 
than does research. 


NX the same time, however, we are 

aware that the declaration of purpose 
concerning research represents a clarion 
call to our industry, one which must be 
answered but one which also demands 





more research planning. We need to reach 
out in our thinking and in our planning 
to determine where we think we are going 
and also where we want to go. The two 
must, at the earliest possible moment, 
become essentially synonymous, yet must 
be continuously undergoing review. 


Sian GID program certainly consti- 
tutes a titanic step in the direction 
of the very planning we have in mind. 
The industry has, through its GID Com- 
mittee, planned for the future in research. 
It is documented, set up, thoughtful, 
comprehensive, inclusive, and challenging. 
But this very thinking and this very pat- 
tern must be kept up by continually reach- 
ing ahead or our industry risks losing its 
position of leadership by default. 

One way this may be done is for the 
work in our individual companies to be 
pointed in the same direction as the GID 
recommendations. It is highly desirable 
that each company be as aware, as sensi- 
tive, and as active as it can be in this 
research realm. 

This is not only desirable but, in the 
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truest sense, mandatory. One simply can- 
not, in his regular work, impute some 
sudden clairvoyance to himself and come 
up with research planning. It just does 
not happen that way. It comes out of 
work, out of an active combination of 
management in the highest sense, plus 
technical and scientific knowledge of the 
highest order. 

So that one may appreciate that we are 
not thinking and planning for some day 
off in the dim and distant future, let me 
stress the immediate nature of our Gas 
Industry Development Program and 
where that program now stands. 


Goals for the Future 

ee goals and action plans 

developed by the GID Committee 
already are in the hands of chief execu- 
tives of our member companies for study 
and adoption. These goals and plans must 
be translated into action now and in the 
next five years, for they are most urgent 
of implementation. 

Moreover, they constitute programs we 
believe gas companies will want to pursue 
immediately so we will continue as a 
major force in the highly competitive and 
demanding energy field, so we will con- 
tinue to grow and prosper as companies 
and as an industry, and so we can better 
meet our responsibilities to our customers, 
our investors, and the economy of our 
nation. 

Long-range goals and plans for gas 
industry development will come later this 
vear in a report now being completed by 
the GID Committee. But regardless of 
whether these moves to plot the future 
course of the industry are appraised in 


part or in whole, I hold the firm convic- 
tion that there has been no finer effort in 
our industry than the report and program 
of the Gas Industry Development Com- 
mittee. 

This is particularly true when one 
bears in mind that GID is much more 
than just a committee function, report, or 
program—it is our entire industry speak- 
ing. 

Here, in an industry now marking its 
145th year of service, we see a degree of 
statesmanship unparalleled in the records 
of the gas business. We see, not only in 
the GID effort but in SCERA, the under- 
standing program and many other areas 
of activity, an industry capable both of 
objectively analyzing its position and of 
taking the bold, hard steps to improve 
that position. 


i be term these forward strides merely 

as “heartening” is, indeed, under- 
statement. I am certain in my own mind 
that they are solid and convincing evi- 
dence of this industry’s determined march 
toward its new horizons, of its tactical 
plan to fight and stay ahead in the “battle 
of the fuels.” 

Never have we, as an industry, been 
more alert to our future requirements 
and opportunities. And never have we 
approached our future with more enthusi- 
asm and energy, or with more thorough 
planning. 

Now, better than ever before, the gas 
industry knows where it is and where it 
must go. Word and deed are rapidly be- 
coming more synonymous as we address 
ourselves to our most pressing problems 
and work together toward their solution. 
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An analysis of objections raised by the courts to the use of field 
prices for producer rates in the area of natural gas regulation. The 
Federal Power Commission is caught between the counterpressures 
of an increasing backlog of producer cases and judicial insistence 
on traditional regulatory procedures. Something's got to give. 


By WILLARD W. GATCHELL* 


N that fateful day of June 7, 1954, 
the Supreme Court astounded and 
confounded the gas industry by 

extending the coverage of the Natural 
Gas Act to those producers who do not 
operate pipelines but who sell natural gas 
in interstate commerce for resale.’ In the 
intervening years the producers have been 
vigorous in attempts to escape federal 
controls but unavailing and have twice 
suffered presidential vetoes of relief meas- 
ures. Nor have they yet presented argu- 
ments satisfactory to the courts for open 
markets. Some of the legal obstacles are 
as foreboding as ever. 

There is much to be said on their behalf 
and it is still possible for Congress to lis- 
ten. Instead of continuing the antagonism 

*Former general counsel, Federal Power Com- 


mission. For additional personal note, see “Pages 
with the Editors.” 


between those who produce and those who 
pay, what is needed is broader apprecia- 
tion of the necessities of each group and 
more sympathetic consideration of pos- 
sible solutions. The Federal Power Com- 
mission, as a regulatory agency, seems to 
stand in the middle and is accused of error 
no matter which way it turns. 


NE direct result of the steady rise in 

the price of natural gas in the pro- 
ducing areas has been a growing number 
of interventions by state utility commis- 
sions and others who are consumer- 
minded in rate and certificate proceedings 
before the FPC and in court review 
of the commission’s orders. Probably 
through an inherent instinct to broaden 
protective measures as widely as possible, 
the courts have not only listened to inter- 
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veners but have liberalized rules permit- 
ting interventions even if only selfish 
interests are asserted.* The innovation of 
aggressive interveners portends trouble 
for the producers regardless of the atti- 
tude of the commission. 

More than producers are being incon- 
venienced. It was only recently that a 
circuit judge in the fifth circuit in a con- 
curring opinion described as unfounded 
the tendency of courts generally to refer 
to the regulation provided by the Natural 
Gas Act as primarily for the benefit of 
consumers, without mentioning the equal 
concern of Congress with the imperative 
requirement for fairness due those who 
own this valuable natural resource and 
those who transport it to the burner tip.® 
There is nothing in that statute singling 
out consumers for special, primary at- 
tention. The producers have a job before 
them to convince other judges of the 
merits of this reasoning. But it is one 
thing to talk about protecting all segments 
of the industry and quite another thing to 
convince the courts that protection of a 
company has not become too liberal. 


Entitled to Protection 

pai and the language of this statute 

and its prototype, the Federal Power 
Act, would support the view that all seg- 
ments of the industry—producers, pipe- 
lines, distributors, and consumers—are 
equally entitled to protection, as well as 
the investors in those enterprises. 

This circuit judge, who has been a lone 
dissenter in many other natural gas cases,* 
might have added that the Public Utility 
Act of 1935 was: passed by Congress for 
the purpose of freeing operating utilities 
from banking and holding company domi- 
nation. This act carried the Public Utility 
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Holding Company Act as one title and 
interstate electric operating company reg- 
ulation as a second title. The objective of 
Congress in this legislation had consumers 
as only one of the groups requiring fed- 
eral protection.® 

When first introduced in 1935, the pub- 
lic utility bill contained as its third title 
an act which in a succeeding Congress 
became the Natural Gas Act.® It was 
dropped in 1935 and brought up again in 
1937 as a separate measure but with the 
same basic framework and objectives. 
The parallels between interstate electric 
regulation and interstate natural gas reg- 
ulation are no accident. The rate-fixing 
provisions of the Natural Gas Act, §§ 4 
and 5, are taken verbatim from corre- 
sponding provisions of the Federal Power 
Act, §§ 204 and 205. Many of the court 
decisions relating to one statute are 
equally applicable to similar situations 
under the other, for the philosophy of 
the two is practically identical in many 
respects. 


Dh pegs the years following June, 1954, 
the commission was swamped with 
court actions. In its annual report for 
1952, page 128, the commission said that 
seven court cases had been decided that 
fiscal year under both statutes, three being 
under the Natural Gas Act. During recent 
years the commission has had fifty to 
sixty court cases filed against it every 
year and there are presently around sev- 
enty now active, an indication of wide 
interest in natural gas operations. 

The unsympathetic attitude of the 
courts toward producer relief has turned 
from obvious jurisdictional holdings’ to 
closer analysis of the intent of Congress 
in debatable grounds. An illustration of 
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the latter was the decision last January 
in the Consolidated Edison boiler fuel 
case decided sub nom. Federal Power 
Commission v Transcontinental Gas Pipe 
Line Corp. 365 US 1, 37 PUR3d 277. 
Consolidated Edison entered into agree- 
ments with producers for sales of natural 
gas in the field, transactions concededly 
beyond the scope of the act. The inter- 
state transportation proposed by Trans- 
continental to Consolidated Edison in 
New York city, however, was subject to 
jurisdiction. A certificate of public con- 
venience and necessity was denied by the 
commission for reasons not expressly 
delineated in the statute.* The third cir- 
cuit disagreed with the reasons advanced 
and directed issuance of a certificate,® but 
the Supreme Court reversed and said the 
commission had a right to deny the trans- 
portation certificate for the reasons which 
it had stated. The possibility that field 
sales to distant consumers in this manner 
would circumvent the commission price 
control may have been a deciding factor. 
We are not here discussing the logic of 
the decision further than to note that one 
of the arguments advanced was that the 
price of the gas would not be regulated. 
Denial of a certificate to transport the 
gas settled that argument. 


Certificate Condition 


i ie New York Public Service Com- 

mission, as an intervener not directly 
involved in the particular producer sales, 
upset the commission in the so-called 
“Catco” certificate case by convincing the 
court that New York state consumers 
might have to pay more in subsequent 
sales in the producing area if the chal- 


lenged initial rates were not reduced by a W 


certificate condition.’® 


The New York commission is one of 
several state regulatory agencies active 
in FPC proceedings and in courts speak- 
ing vigorously and frequently successfully 
on behalf of their gas consumers. They 
have been joined by equally vocal and 
successful gas-distributing companies pro- 
testing increased costs of purchased gas 
which they sell to consumers, These inter- 
ventions have been injecting rate ques- 
tions into certificate as well as rate cases. 
To say that expedition has not resulted is 
understatement. 


HE original Natural Gas Act of 1938 

delegated rate-making and only lim- 
ited certificate authority to the commis- 
sion. Until 1942 the act lacked the manda- 
tory requirement that companies possess 
a certificate prior to engaging in inter- 
state transportation or wholesales of gas. 
By 1942, when the certificate require- 
ments were made mandatory, activities in 
the gas industry had changed substan- 
tially. The original act had been passed 
during a period of economic depression in 
a relatively static economy by a Congress 
preoccupied with the prevention of mo- 
nopolistic control by interstate pipelines 
depressing producer prices and producer 
gas was in oversupply." By 1941 the 
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effects of the defense economy were com- 
ing to be felt, increased demands for gas 
were present, and there was increased 
pipeline construction. 

The pipelines did not oppose the ex- 
tension of federal certification to all of 
their interstate operations because they 
said the lack of universally applicable and 
workable certification procedure made it 
difficult for them to promote and finance 
pipeline extensions in order to meet the 
growing need for gas.’ Consumer needs 
for gas, however, can now be met only if 
the initial price satisfies possible inter- 
veners and passes commission examina- 
tion. The producers say this initial price 
scrutiny is becoming so oppressive as to 
stifle further exploration and development 
and thereby it is holding back additional 
gas supplies. 

One of the big discussions today is 
whether producer prices should either 
initially or after service is established 
be related in any manner to producer 
costs. Neither the Natural Gas Act 
nor the Federal Power Act carry a rate 
formula requiring a cost or net invest- 
ment rate base instead of a fair value or 
reproduction cost base. The interstate 
rates are required to be “just and reason- 
able,” Congress in passing those statutes 
relying upon the then generally accepted 
meaning of the term as sufficiently defined 
to serve as an adequate guide for the 
commission. 


Initial Rate Controversy 


By vane broad discretion was given as 

to certificates. An attempt was made 
in 1942 to spell out the limitations upon 
the commission’s authority under the 
mandatory certificate provision to “con- 
ditions affecting rates, service, and things 
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of that nature.’”’ The commission, through 
Commissioner Manly, urged Congress 
not to specify such conditions, for he said 
that all of the situations could not be 
anticipated and the commission would be 
circumscribed. Congress followed the rec- 
ommendation™ and gave to the commis- 
sion broad discretion over the issuance 
of certificates. It did not foresee the pres- 
ent controversy over initial rates. 

The indefinite criteria that a certificate 
should issue under § 7 of the Natural 
Gas Act when required by “public con- 
venience and necessity” was regarded by 
the third circuit in the Transcontinental- 
Consolidated Edison case as compelling 
the commission to consider only conven- 
tional factors. The Supreme Court held 
it was not so limited, preferring to accord 
to the commission a little more freedom, 
so long as it considers all relevant 
factors." 


HIs broad administrative discretion 
has been more restricted in judicial 
review of rate orders and certificate or- 
ders involving rates especially in those 
instances where the commission appeared 
to be lenient in allowing increases. As late 
as 1944, four members of the Supreme 
Court were disturbed over judicial exam- 
ination of rates at all, Justices Black, 
Douglas, Frankfurter, and Murphy. 
Three of the four regarded price fixing 
when applied to rates as a legislative 
function not reviewable by the courts, 
and the fourth justice was of the opinion 
that judicial examination usurped the 
commission’s function of protecting the 
various interests. 
In some respects the Hope case typifies 
the uphill struggle of those who would 
increase rates. The commission used 
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actual cost as the Hope rate base and the 
company contended for reproduction cost 
and “trended original cost’”’ even claiming 
an additional $17 million for well drilling 
previously charged to operating expenses. 
The court said that rates cannot depend 
upon fair value when the value of a going 
enterprise depends on earnings under 
whatever rates may be established. In 
addition, the court said it had previously 
agreed in the Natural Gas Pipeline case”® 
that the commission was not bound to the 
use of any single formula or combination 
of formulae in determining rates. Finally, 
the court said that “the end result in this 
case cannot be condemned under the act 
as unjust or unreasonable from the in- 
vestor or company viewpoint.” 


tes comprehensive and plausible eco- 
nomic discussion in the dissent of 
Mr. Justice Jackson in the Hope case™® 
has hardly been improved upon in subse- 
quent arguments in recent years, nor have 
the latter been any more persuasive. It 
was his considered opinion that the 
amount and quality of service rendered 
by the usual utility will, at least roughly, 


& Leno} 
oe 


vn 


be measured by the amount of capital it 
puts into the enterprise. But he empha- 
sized there is no such relationship between 
investment and the amount of gas pro- 
duced.” 


Obtaining Rate Adjustment 


HE majority thought the commis- 
sion’s order in the Hope case demon- 
strated that it had considered the eco- 
nomic factors to which Mr. Justice 
Jackson and the state of West Virginia 
adverted, but said that if the rates allowed 
should prove to be inadequate for devel- 
opment of new sources of supply, a rate 
proceeding could be instituted and a rate 
adjustment obtained.*° 
The following term, Mr. Justice Jack- 
son tried again to persuade his brethren 
to reject the entire rate base method in 
pricing natural gas after production, al- 
though such a base could be used to de- 
termine transportation costs. Under this 
method, he said, three different prices 
might be found for gas from the same 
well, a delirious result.” 
When it reduced by $8.7 million a rate 
increase filed by Panhandle Eastern, the 
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commission included in the cost of service 
a commodity value for the company’s own 
produced gas to encourage interstate pipe- 
line companies to acquire, develop, and 
own their own reserves in the long-range 
public interest. The selection of this 
case to adopt the commodity value con- 
cept seemed to be fortuitous for the re- 
ductions in the proposed rate increase 
were substantial and there seemed to be 
obvious merit to the basic policy of pro- 
moting pipeline ownership of gas reserves. 


HE court of appeals for the D. C. 

circuit, however, at the urging of the 
city of Detroit and others,”* said that the 
fair field price was not an item of cost 
and its inclusion as an amount to be re- 
couped from consumers must find some 
other justification within the periphery of 
the “just and reasonable” standards. Nor 
could the court find field prices to be an 
ingredient of any of the usual financial 
needs of a regulated utility, although not 
denying them a proper place in the rate 
structure if brought into a rational rela- 
tionship to what is just and reasonable. 
For the commission must always, the 
court said, relate its action “to the pri- 
mary aim of the act to guard the con- 
sumer against excessive rates.’’* 

The court goes on to say in the City of 
Detroit case that if field prices or some 
other evidence is to be used to increase 
rates above those which would result 
from use of the conventional rate base 
method, the latter must be used as a basis 
of comparison or a point of departure. 
Unless the producers can find some way 
to abolish this court of appeals, they must 
continue their search for a rational rela- 
tionship of field prices to just and reason- 
able rates. 
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Rate Conditions Omitted 


- lepaninies in initial producer rates in 
issuing certificates of public conven- 
ience and necessity has converted certifj- 
cate proceedings into pseudo rate cases, 
After twice refusing to issue uncondi- 
tional certificates because of insufficient 
evidence that the rate level proposed was 
required, and after being advised by the 
sellers that unless the certificates were 
issued a large block of gas would not be 
dedicated to the interstate market, the 
commission issued certificates to what has 
since become known as the Catco group, 
to which we referred earlier. It failed to 
include any rate conditions.” The third 
circuit vacated the order on the ground 
that the commission lacks power to issue 
a certificate where the applicant attaches 
a condition to its application requiring 
the commission to forego the considera- 
tion of an element which may be neces- 
sary in the formulation of the judgment.” 
The Supreme Court disagreed with the 
third circuit’s reasoning but affirmed on 
the ground that the commission’s con- 
clusion to issue unconditioned certificates 
lacked evidentiary support.”* Thereupon 
a rash of court actions ensued and some 
certificate cases have become almost as 
complex as rate cases as the certificate 
applicants have been attempting to meet 
the court’s admonition to present evidence 
which will support initial rates. 


HE problem remains: What evidence 

will persuade the courts? Several 
circuits have interpreted the Catco deci- 
sion and the D. C. circuit added its view 
in the Shamrock case.*® There are those 
who believe the answer may lie in the use 
of area field prices. The commission is 
tentatively trying this device for break- 





GAS PRODUCERS AND THE COURTS 


ing the log jam of pending cases. The 
fifth circuit referred to field prices in 
reversing a commission certificate order 
allowing an initial base price of 23.5 cents 
per Mcf when the parties were freely 
contracting four years previously at half 
that figure. The only evidence which the 
court could find in that case supporting 
the price as not “out of line” (to use the 
Catco phrase) was the fact that it was 
negotiated at arm’s length and was re- 
quired by the intense competition. This 
was not enough and it was the responsi- 
bility of the commission to make the 
determination upon evidence.*° 

Last September the commission finally 
got around to determining the rates of 
Phillips Petroleum Company, a proceed- 
ing interrupted by the jurisdictional find- 
ing reversed by the Supreme Court in 
1954.2 On the same day the commission 
issued its Statement of General Policy 
No. 61-1 for the establishment of price 
standards to be applied in determining the 
acceptability of initial price proposals and 
increased rate filings by independent pro- 
ducers operating in certain geographical 
areas. 


Not Reviewable 

ws suspension order is not review- 
able* nor can there be judicial re- 
view of a commission decision to inquire 
into an initial rate in a certificate pro- 
ceeding, although conversely the failure 
of the commission to make such an in- 
quiry would not protect the commission 
against judicial review of a certificate 
order without conditions as to price. Be- 
cause the policy is not presently review- 
able, the commission has escaped judicial 
scrutiny, but that will come in due time. 
A prehearing conference was held on 
the Permian basin area rates (AR61-1), 


with several hundred producers in at- 
tendance. A second conference was held 
on the southern Louisiana area rates 
(AR61-2). Early in August the commis- 
sion’s examiner who had presided issued 
a preliminary report. Among other com- 
ment, he said he would discontinue fur- 
ther use of area rate making, but when 
his final report was submitted to the com- 
mission some two weeks later this recom- 
mendation was omitted. 

The examiner raised many questions 
upon which he thought the commission 
should clarify its position. Putting his 
finger on an obvious weakness, he said 
that most of the producers would spe- 
cifically reserve the right to reject an area 
rate not equal to or higher than any of 
their highest contract prices in the area. 
The FPC staff said that in the absence of 
evidence calling for a contrary result and 
adduced in a company-wide or area-wide 
proceeding, the commission should accept 
the June 7, 1954, rate level for the south- 
ern Louisiana area, at least in certificate 
proceedings. 


On August 2nd, with two new com- 
missioners abstaining, in an order 
setting a formal hearing for October on 
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the Permian basin area prices, the com- 
mission significantly reversed its prior re- 
fusal to cosider costs by calling upon the 
producers to submit comprehensive cost 
data. The commission did not say how 
general area costs will be used, although it 
has said that area prices may be guides 
in certificate and rate suspension cases. 


N accepting a proposed initial rate as 

in the public interest for issuance of 
a certificate, the commission is not re- 
quired to find it to be just and reasonable. 
In certificate cases where an initial price 
was out of line with prevailing area 
prices, the courts have pointedly required 
a great deal less than full-scale rate sup- 
port. The rates in a certificate case are 
for the future and a balanced rate struc- 


e 


ture upon which rates are designed can- 
not be demonstrated until after experience 
shows the genuine relationship of the 
many complex factors giving a fair return 
to the seller at just and reasonable prices 
to the buyers. 


oo. will be of practical usefulness in 
certificate cases only if short-cut 
methods of cost analysis reduce the hear- 
ing time and furnish some simple and 
rational basis for a finding of public con- 
venience in serving consumers, with full 
and appropriate weight being given to the 
financial and other needs of those who 
produce, transport, and distribute the gas 
so certified. 
Perhaps some producer will accept the 
simplicity offered by the courts. 
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AGA 1961 CONVENTION TIMETABLE 
DALLAS, TEXAS 


Sunday, October Ist 


Registration, Statler Hilton (till 5 p.m.). 
Visit exhibits, Dallas Trade Mart and Texas State Fair- 


Breakfast meeting—Industrial and Commercial and Residential 
Convention Opening Session, Statler Hilton (till 12 noon). 
Ladies’ Business Session, Dallas Trade Mart (till 3:30 p.m.). 


General Managment Luncheon, Statler Hilton (till 2:00 p.m.). 
Sales spectacular—Industrial and Commercial Gas and Resi- 


Texas Party—President’s Reception, Entertainment, and 


Convention General Session, Statler Hilton (till 12 noon). 
Home Service Roundup, Baker Hotel (till 11:30 a.m.). 


Visit exhibits, Dallas Trade Mart and Texas State Fair- 


Convention General Session, Statler Hilton (till 12 noon). 


10:00 a.m. 
2:30 p.m. 
grounds (till 5 p.m.). 
Evening Hospitality parties. 
Monday, October 2nd 
8:00 a.m. Registration, Statler Hilton (till 5 p.m.). 
8:00 a.m. 
Gas sections, Statler Hilton (till 9:15 a.m.). 
9:30 a.m. 
12:00 noon 
12:30 p.m. 
2:15 pan: 
dential Gas sections, Statler Hilton. 
2:30 p.m. Accounting Section, Baker Hotel. 
2:30 p.m. Operating Section, Adolphus Hotel. 
8:30 p.m. 
Dance, Sheraton-Dallas. 
Tuesday, October 3rd 
8:00 a.m. Registration, Statler Hilton (till 5 p.m.). 
8:00 a.m. Home Service Breakfast, Baker Hotel. 
9:30 a.m. 
10:00 a.m. 
12:30 p.m. Ladies’ Luncheon and Style Show, Sheraton-Dallas. 
2:00 p.m. 
grounds (till 5 p.m.). 
2:30 p.m. Accounting Section, Baker Hotel. 
Wednesday, October 4th 
8:00 a.m. Registration, Statler Hilton (till 12 noon). 
9:30 a.m. 
12:00 noon Executive Session, Statler Hilton. 
12:30 p.m. 


Piscy Big Roundup” Luncheon, Statler Hilton (till 2:30 
p.m.). 
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Improving the Effectiveness of FPC 
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Gas Regulation 


By WILLIAM S. TARVER® 


If the natural gas industry is to be regulated, it is in the best interest 
of those regulated, as well as of the public, that regulation be effec- 
tive; ineffective and unsure regulation can only create confusion. 


E are all aware of the criticism 

that has been leveled against the 

Federal Power Commission in the 
Landis Report and the reports of the 
House Legislative Oversight Subcommit- 
tee and its staff, and of the National As- 
sociation of Railroad and Utilities Com- 
missioners. It would be less than fair, 
however, not to point out that a major 
cause of the commission’s difficulties has 
been that the tools which have been given 
to it are inadequate for the job it has to 
do. 

Various suggestions have been made 
to improve the operations of the com- 
mission. Among the better and more spe- 
cific suggestions are those incorporated 
in the report prepared by the American 
Gas Association’s Special Committee of 


* Counsel, Southern Natural Gas Company, Bir- 
mingham, Alabama. For additional personal note, 
see “Pages with the Editors.” 


SEPTEMBER 28, 1961 


Executives on Regulatory Affairs. Those 
suggestions, however, have largely to do 
with procedural and organizational mat- 
ters, the size of the commission, the size 
of its staff, the size of its appropriations, 
and so forth. In a recent discussion of 
this matter before lawyers, this author 
had occasion to discuss certain possible 
improvements in the statutory tools with 
which the commission works without re- 
gard to published criticisms and the pro- 
posals for administrative and organiza- 
tional changes already mentioned.’ 


Although this author is a pipeline law- 
yer, it is impossible adequately to discuss 
improvements in the commission’s proc- 
esses except in terms of their application 


1This article is in substance a restatement of 
the author’s address before a panel session of the 
Section of Mineral and Natural Resources Law of 
the American Bar Association, meeting in St. 
Louis, Missouri, August 8, 1961. 
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to the natural gas industry as a whole; 
the producer problem is at the heart of 
so much of the commission’s and the en- 
tire natural gas industry’s present trou- 
bles that it cannot be disregarded by any- 
one. 


Bills before Legislators 


f eons are presently pending before 
Congress numerous bills to amend 
the Natural Gas Act. The Harris Bill, 
HR 7575, is the best known and incor- 
porates the provisions of most of the 
others. As I understand it, Mr. Harris 
has presented an omnibus bill containing 
ideas of members of the industry, the 
NARUC, certain members of the Con- 
gress, and perhaps others, with the ob- 
jective of supplying a basis for hearing 
leading toward some ultimate legislation. 
It is obvious that the NARUC pro- 
visions, contained in the Harris Bill, which 
would prohibit, or limit, the placing in 
effect of a second rate increase while a 
prior increase was pending, could be dis- 
astrous to the pipeline companies and 
would have to be opposed. The coal in- 
dustry will probably seek to amend the 
bill to restrict the sale of industrial gas. 
If history can be relied upon, other objec- 
tions will be made. Therefore, the difficul- 
ty of passing any such legislation must 
be recognized, and compromise may be 
necessary to obtain remedial legislation. 
As a pipeline lawyer, one who sits be- 
tween the producer of gas and the dis- 
tributor of gas, and having in mind the 
possible need for compromise, I would 
like to suggest certain relatively simple 
changes in the act which, in my opinion, 
would make it possible for the commis- 
sion to function more effectively and 
which might be acceptable to the Con- 


gress. The possible changes in the act 
which I shall mention would have the 
merit of simplicity, reflect a compromise 
of conflicting views, speed up the work 
of the commission, and make possible 
elimination of the present regulatory log 
jam. 

There can be little doubt that the pres- 
ent Natural Gas Act no longer is an 
efficient regulatory instrument. Yet the 
long history of its application to the nat- 
ural gas industry, with the accumulation 
of a wealth of commission and judicial 
precedent, argues against scrapping it and 
starting anew. The basic framework can 
be retained and specific changes made to 
achieve desired results. Therefore, I have 
approached the problem by applying the 
general principle that the framework of 
the act should not be changed except 
where necessary to obtain desired objec- 
tives. To this end, no section or subsec- 
tion designation would be changed, and, 
to the extent possible, the regulation in- 
tended would be provided through the 
mechanisms of the present act. In that 
way, the gap between the old and the 
new could be bridged with least difficulty 
and confusion, and without sacrificing 
the valuable guide lines of past judicial 
and commission decisions. 

As a second general principle, changes, 
to the extent possible, would deal with 
acts and functions rather than persons so 
as to make the changed provisions appli- 
cable alike to pipeline companies and in- 
dependent producers. 


Allow Commission to Exempt 
ie: the commission would be grant- 

ed additional power to devise meth- 
ods and procedures appropriate to achieve 
desired, authorized ends. Provisions in 
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this category might fall into two subdi- 
visions. The first would free the commis- 
sion, to a stated extent, from previously 
imposed judicial strictures, and the sec- 
ond would empower the commission to 
exempt categories of persons and acts 
from regulatory provisions. This would 
apply both to pipelines and producers. 

I throw out these ideas as a basis for 
discussion : 


l Free the commission from the 

¢ necessity of using a rate base cost- 
of-service formula in fixing producer rates 
and in valuing pipeline company-produced 
gas, by providing, in a new subsection of 
§ 4, that the just and reasonable rate 
for a field sale, which would be defined, 
is the reasonable market price of the 
gas and that in determining the reason- 
able market price of gas the commission 
need not consider the cost of producing 
it. Imputed cost of gas produced by a 
pipeline company would be established 
by the same standard. This would free 
the commission of such judicial require- 
ments as may now exist that producer 
rates and value of pipeline-produced gas 
be determined by a cost-of-service rate 
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base method, and would leave the com- 
mission free to devise such methods of 
determining rates for field sales as were 
reasonable and in accord with economic 
realities. For the Congress to give the 
commission wide latitude in selection of 
rate-making methods and formulae would 
be more likely to produce reasonable re- 
sults than are possible under the provi- 
sions of the present act as construed by 
the court in the City of Detroit case. 


2 In order to eliminate uncertainty 

¢ in respect of the legal power of 
the commission to continue successfully 
on a course on which it already has em- 
barked, expressly authorize the commis- 
sion to determine area reasonable market 
prices in geographical and geological pro- 
ducing areas for appropriate classifica- 
tions of field sales, such as wellhead sales, 
sales at a central point in the field, sales 
at the tail gate of a gasoline plant, and 
so forth. 


Would Avoid Confusion 
3 ProvipE that an area reasonable 
e market price so established be 
binding, until changed, on all within the 
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area and class to which it was applicable, 
except that any person already making a 
field sale, who would be aggrieved by the 
area price, might continue or commence 
to charge a higher contract rate, which 
rate would continue in effect subject to 
refund until, in hearing, the seller had 
sustained or failed to sustain the burden 
of proving that the higher rate was just 
and reasonable. Such an exception, I 
think, would be necessary to avoid con- 
fiscation in the application of an area 
price to high-cost producers. 


4 IF producers are to continue to be 
¢ subject to rate regulation under 
§§ 4 and 5 of the act, modified as I have 
outlined, they should be freed from the 
limitations imposed by the Mobile case, 
when contract prices are below area rea- 
sonable market prices or prevailing prices 
otherwise authorized by the commission in 
the same or adjacent areas. They should 
be permitted to file increased rates up to 
such prices, the new rate schedule to be 
disposed of by the commission under the 
provisions of § 4 of the act. If the bur- 
dens of regulation are to be imposed, the 
benefits also should be available. 


5 ProvipE for opportunity for hear- 
¢ ing in place of the mandatory hear- 
ing requirements in the abandonment and 
certificate subsections of § 7 of the act. 


6 More narrowly limit intervention 
¢ with the aim of excluding from 
participation in certificate and rate cases, 
except in extraordinary circumstances, 
customers of customers, and public bodies 
not having regulatory jurisdiction in areas 


into which gas concerned in the proceed- 
ing flowed or would flow. 


To Relieve Producers 

7 LAsTLy, authorize the commission, 

° by rule and subject to reasonable 
conditions, to exempt from any provision 
of the act, except the jurisdictional pro- 
visions, categories of persons, rates, 
charges, acts, and services which it might 
determine could be so exempted con- 
sistently with the public interest. This 
power could be utilized, in suitable circum- 
stances, to relieve producers, in areas 
where area market prices had been es- 
tablished, of the burden of filing and 
prosecuting certificate applications, to ex- 
empt certain small producers from both 
rate and certificate regulation, to relieve 
pipeline companies of certification re- 
quirements in cases of minor extensions 
or sales of increased volumes to present 
customers, and to state the inapplicability 
to field sales and field transportation of 
certain obviously inapplicable sections of 
the act such as § 5(b), § 6, and subsec- 
tions (a) and (f) of § 7. This power, to 
the extent that it involved the establish- 
ment of reasonable conditions for exemp- 
tions, could have additional, broad appli- 
cations which would permit establishment 
by administrative rule of arrangements 
similar to some of those which would be 
established under the Harris Bill by law. 

An adequately staffed commission, 
armed with these legislative tools, should 
be able to bring order out of the present 
regulatory morass in which the natural 
gas industry finds itself. At the very least, 
I think that the changes I have described 
would be helpful. 
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Producer Problems under the 
Natural Gas Act 


In this discussion of problems in regulation under the Natural Gas 

Act with respect to interstate operations of producers, all segments 

of the industry are urged to accept the fact that regulation is here 

to stay and to assume their respective responsibilities for making 
regulation work promptly and fairly. 


By JOHN C. MASON* 


S most readers are undoubtedly well 
aware, the Federal Power Com- 
mission is in what is known in 

government circles as a period of transi- 
tion. Of the five commissioners in office 
eighteen months age,’ only one, Chair- 
man Kuykendall, is still serving a fixed 
term. Two died while in office, and the 


* Former general counsel, Federal Power Com- 
mission. For additional personal note, see “Pages 
with the Editors.” 

1Jerome K. Kuykendall, chairman, William R. 
Connole, vice chairman, Frederick Stueck, Arthur 
Kline, John B. Hussey, commissioners. 


terms of the other two expired. There 
is still one vacancy, but I am sure the 
President will soon rectify that. Obvious- 
ly, in this situation, I cannot do much 
prognosticating. 

I think all would agree that the most 
important unresolved problem now be- 
fore the commission is that of producer 
rates, and by that I mean rates in both 
certificate and rate cases. Consequently, I 
propose to summarize the factors which 
I believe gave rise to the problem, to re- 
view the steps which the commission has 
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taken in its efforts to find a solution— 
and it has been making an effort, charges 
to the contrary notwithstanding—and, 
to make reference to other possible solu- 
tions proposed, including thus far unsuc- 
cessful efforts to amend the Natural Gas 
Act. Such comments are intended only 
to encourage the discussion that is so 
necessary to the solution of any problem 
of this magnitude. 


a is probably nothing new to 
present concerning the question of 
jurisdiction over the producers but, using 
it as a starting point, we must realize that 
the Supreme Court’s 1954 decision in the 
Phillips case, which eventually brought 
them under the coverage of the Natural 
Gas Act, did not settle the question 
whether the present provisions of the 
Natural Gas Act are adequate for regula- 
tion of independent producers. In fact, it 
did not take the commission very long 
after the passage of the act in 1938 to dis- 
cover the practical difficulties which would 
be involved if jurisdiction were assumed 
generally over natural gas producers sell- 
ing gas in interstate commerce. 


Columbian Fuel Case 


Nia in the administration of the Nat- 
ural Gas Act, the majority of the 
commissioners were of the opinion that 
the legislative history of the jurisdictional 
section of the act was sufficiently unclear 
for them to reach the conclusion—begin- 
ning with Columbian Fuel in 1940 (2 
FPC 200),?—that “it was not the inten- 
tion of Congress to subject to regulation 
. .. persons whose only sales of natural 
2 Phillips Petroleum Co. v Wisconsin (1954) 


347 US 672, 3 PUR3d 129, 
335 PUR NS 3. 


gas in interstate commerce . . . are made 
as an incident to and immediately upon 
completion of such person’s production 
and gathering.” 

It is obvious from its actions that the 
commission did not want to take jurisdic- 
tion over independent producers during 
the years prior to Phillips. What is more, 
many other people did not want it to 
either. This is clear from the almost con- 
tinuous series of bills that were 
pending in Congress long before the court 
spoke in 1954. It is true, of course, that 
no amendments to the act relative to in- 
dependent producers have been finally ap- 
proved although two have been vetoed. 
Hindsight here is valuable for it indi- 
cates, to me at least, that a great many 
people saw that grave difficulties stood in 
the way of practical regulation of pro- 
ducers within the framework of the act, 
whether or not Congress intended that it 
be done. 


a. any event, the independent producers 
were brought under the Natural Gas 
Act by the Supreme Court decision of 
June 7, 1954, in the Phillips case, and 
our myriad of producer difficulties date 
from that decision. To make this point 
clear, it is necessary to go back a few 
years in time to the now classic decisions 
of the court in the Natural Gas Pipeline 
Company case,* and the Hope Natural 
Gas Company case.® These cases affirmed 
the commission’s use of the prudent in- 
vestment-rate base formula in fixing the 
rates for the sale of natural gas by the 
companies operating interstate pipelines, 
although some of the pipeline companies 
were also producing their own gas. The 
# (1942) 315 US 575, 42 PUR NS 129. 
5 (1944) 320 US 591, 51 PUR NS 193. 
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opinion by Justice Jackson in the 1944 
Hope case foresaw some of the difficul- 
ties attendant upon the regulation of in- 
terstate sales by producers. Even at that 
early date dissatisfaction with the fixing 
of rates upon natural gas production op- 
erations under the conventional utility 
rate base cost-of-service formula began 
to appear. 


eer six weeks before the Phillips 
case was decided in 1954 the com- 
mission issued its decision in Panhandle 
Eastern Pipe Line Company. (13 FPC 
53) in which it broke with past practice 
of relying upon the rate base cost-of- 
service approach and used a formula 
which permitted Panhandle to receive for 
its own produced gas a price reflecting 
the weighted average arm’s-length pay- 
ments for identical gas in fields where it 


is produced. That is, the so-called “fair 
field price” formula. 

About the time, however, that the 
commission was beginning to consider 
fixing the rates of the independent pro- 
ducers, the “fair field price” approach was 


SEPTEMBER 28, 1961 


514 


knocked out by the D. C. court of appeals 
in City of Detroit v Federal Power Com- 
mission (1955) 230 F2d 810,° certiorari 
denied, 352 US 829. The court in its re- 
mand held that though the cost-of-service 
method is not the only one available to 
the commission under the statute, it is 
essential that the evidence and findings 
show that the increase in rates permitted 
is no more than is reasonably necessary 
for the purposes advanced for such in- 
crease, and that the commission in such 
a case should have before it the rate de- 
rived by that method, at least as a point 
of departure and a basis of comparison. 


c is unnecessary to labor the proposition 

that, as a practical matter, the opera- 
tions involved in the transportation of 
natural gas are so different from those 
involved in its production as to warrant 
the conclusion that the traditional cost- 
of-service, rate base formula is, to say the 
least, more difficult to apply in fixing the 
rates of producers. 

Unquestionably, the Natural Gas Act 
was tailored to fit the pipelines, not the 
producers. This, when coupled with the 
judicial interpretations of the act, created 
the producer regulatory burden with 
which the commission is now confronted. 


Increase in Rate Filings 

ae, mention was made of the al- 

most continuous series of proposals 
in Congress to exempt producers. With 
Phillips came two deluges. In the year 
preceding Phillips the FPC had 283 
certificate filings and 706 rate filings. Dur- 
ing the first nine months after Phillips, 
the commission was swamped with pro- 
ducer filings (5,673 certificate applications 


611 PUR3d 113. 








and 10,042 rate filings), and Congress 
was swamped with bills to exempt the 
producers. The latter began in 1953, fol- 
lowing the court of appeals decision in 
Phillips. All will agree that the com- 
mission’s budget was wholly inadequate 
to cope with the producer work load re- 
sulting from Phillips and it was not un- 
til the period between 1957-59 that the 
commission obtained any substantial in- 
crease in appropriations to augment its 
staff after it became more apparent that 
the problem would not be_ resolved 
through legislation. 


OTe springs eternal,” and there 
is no doubt in my own mind, at 
least, that the commission and the staff 
gave preference to the tremendous pipe- 
line work load in the long-held hope that 
the court decisions would give the final 
push necessary to convince Congress and 
the administration that the Natural Gas 
Act should be amended to cope with the 
producer problem. No one likes to ad- 
mit to any foot dragging, of course, and 
the numerous petitions to review the 
commission’s first producer orders were 
based upon plausible legal grounds, but 
everything during those first two years 
or more after Phillips anticipated that 
Congress would solve the riddle. But, as 
is generally known, it is not yet resolved. 
I firmly believe that if everybody had ac- 
cepted Phillips at its face value, and had 
knuckled down to the problems as they 
evolved in 1954 and 1955, an acceptable 
solution could have been reached by this 
time. 
Had the “fair field price” formula been 
accepted by the court, it is reasonable to 
suppose that we might have been able to 
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apply it to independent producers as well 
as to the production properties of the 
pipeline companies. But since this was 
outlawed some other formula had to be 
found. 


ig might be well at this point to make 

a distinction that is often lost sight 
of. The application of the cost-of-service 
rate base method depends basically on 
original cost less depreciation plus an al- 
lowance for working capital, all of which 
can be determined with a high degree of 
certainty under the commission’s Uniform 
System of Accounts for pipeline compa- 
nies. To these definite costs we apply an 
appropriate rate of return. Thus, with 
definite figures available, it is a relatively 
simple matter—and I say that advisedly 
—to determine a just and reasonable 
“price” for the sale of the “service” be- 
ing rendered by pipeline companies. 


Incurring of Costs 

i iw determination of a fair and rea- 

sonable “price” for the sale of gas 
by each individual producer raises quite a 
different problem. The producers are 
much more numerous than the natural 
gas pipeline companies, which seriously 
complicates administration of the act. 
Furthermore, compared with a pipeline, a 
producer’s plant in most cases is neg- 
ligible. The producer incurs a lot of 
“costs” but they are not necessarily the 
type of costs which are easily and accu- 
rately ascertained from the books of each 
producer. The producer does have out- 
of-pocket expenses for which he is just 
as entitled to be reimbursed as the pipe- 
line owner whose expenditures produced 
a tangible plant; 7.e., a rate base. Thus, 
even though “‘costs”—i.e., expenditures— 
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must be taken into account no matter 
what formula is applied, it has become 
fairly apparent that additional factors will 
be considered. 

With this distinction in mind, the com- 
mission, still searching for a solution, 
issued last September 28th, its General 
Policy Statement No. 61-1 (24 FPC 
818).7 This statement laid out a broad 
program for regulating producer rates on 
an area-price basis. The commission said 
that the ultimate objective of this plan is 
to set prices adequate to maintain gas 
supplies needed for the nation’s consum- 
ers, but at prices no higher than neces- 
sary to accomplish that purpose. 


_ immediate purpose of the policy 
statement was to make the most ef- 
fective use possible of the commission’s 
limited facilities in discharging the du- 
ties called for by the regulation of pro- 
ducers. The price levels set in the produc- 
ing areas listed in the statement were in- 
tended to provide at least a “rule of 
thumb” approach to the consideration of 
proposed increases in producer rates and 


735 PUR3d 195. 
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of proposed initial prices in certificate 
applications. 

There is nothing final or sacrosanct 
in the price levels set but everybody (pro- 
ducers, purchasers, distributors, consumer 
state commissions, and the staff of the 
commission itself) was put on notice that 
rate increase filings containing proposed 
prices in excess of the levels set out in the 
statement would be suspended and that an 
effort would be made to condition certifi- 
cates to hold the line at the levels speci- 
fied in the statement for new service. 


(eon immediate effect of the commis- 

sion’s work load was salutary. For 
example, on November 15, 1960, the 
commission terminated 83 proceedings in 
which the proposed rate increases, pre- 
viously suspended, did not exceed the 
area price levels set in the policy state- 
ment. (24 FPC 950, 951.) 

Further implementing the policy state- 
ment, the commission has now in progress 
two area rate proceedings, the first involv- 
ing the so-called Permian basin area in 
western Texas and eastern New Mexico 
and the second southern Louisiana. 
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Space does not permit a detailed dis- 
cussion of all that has happened since 
the first prehearing conference last May, 
in Midland, Texas, but I shall attempt to 
outline the basic problems in the area rate 
proceedings as they appear to me at this 
time. 

We have the basic problem of deter- 
mining what evidence is not admissible. 
I do not see any basis in the commission’s 
orders issued to date for excluding any 
evidence that has a direct relationship to 
natural gas production, transmission, or 
sale in interstate commerce. A subsidiary 
question relating to the method of pre- 
senting basic data, whether by a repre- 
sentative group of producers or by ques- 
tionnaire data to be supplied by the pro- 
ducers and compiled by the staff, may 
have been resolved, at least in part, by 
the commission’s Permian basin order of 
August 2nd, which I shall refer to again. 


. rr very important unresolved 
problem is whether an area rate, 
once fixed, can legally be applied across 
the board under the so-called milk-shed 
price approach, or whether producers 
claiming higher cost will have a right to 
make a separate showing on a single- 
company basis in a subsequent proceed- 
ing in an effort to pierce the price ceil- 
ing fixed as a result of the area proceed- 
ing. Of course, we have the very basic 
question of whether it will be possible to 
arrive at a single rate in an area for both 
the initial rate in a certificate case and for 
increased rates under old producer con- 
tracts. 
Last, but not least, we have the most 
basic question of all; namely, whether 
the area rate in whatever form it is final- 


ly determined will be sustained upon court 
review. 

Each of these basic questions concern- 
ing the legality and practicability of the 
area rate approach suggest to me that 
some measures may be taken to hedge 
against possible inadequacies of that 
method. 


_ commission orders would seem 
to indicate that regulation is going 
to tighten up. While I am sure that the 
requirements of due process are not go- 
ing to be ignored, I expect the commis- 
sion to continue to do all in its power to 
cut procedural red tape and move cases 
along as fast as possible. 

Supporting data for proposed initial 
prices in certificate applications and rate 
increase proposals will, I believe, be even 
more closely scrutinized than they have 
been in the past, but at the same time 
there will be due regard for the legitimate 
needs of the industry. But those needs 
will have to be fully documented. 


No Changes Foreseen 

ee date the commission has not made 

its rules and regulations requiring 
natural gas companies to keep and main- 
tain their accounts in accordance with the 
Uniform System of Accounts for Natural 
Gas Companies applicable to the inde- 
pendent producers. At the present time 
they are only required to submit a sum- 
mary report with respect to sales and 
revenues for which they have rate sched- 
ules on file with the commission. While 
I do not anticipate any immediate changes 
in this respect, I would expect considera- 
tion to be given to the imposition of addi- 
tional accounting and reporting require- 
ments on the producers. 
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I attach particular significance to the 
commission’s order issued August 2, 1961, 
requiring the producers in the Permian 
basin area to file with the commission in 
questionnaire form certain specified basic 
cost and operating data, with direction to 
the staff to put such individual company 
data in a composite form for introduction 
into the record in that proceeding. Co- 
operation of the industry in supplying the 
data may have a bearing on the need for 
additional accounting requirements. 

The commission order of July 21, 1961, 
denying Tennessee Gas Transmission’s ap- 


Docket No. 16842 should not be ignored. 
I would expect the commission to require 
a better showing in the future before is- 
suing such temporary certificates. Of 
course, if we can speed things up, fewer 
“temporaries” will be needed. 


ie conclusion, it seems to me that the 

time has come for all segments of the 
regulated natural gas industry to accept 
the fact that regulation is here to stay 
and for all of us to assume our respective 
responsibilities to see that regulation 
works, promptly and fairly. I have no 


doubt that the commission intends to ac- 
complish those objectives. 


plication for temporary authority to in- 
stall additional compressor capacity in 





America’s Real Treasure 


Mf HAT is the essence of our society, of our civilization? ... 

"[There are] those who usually imply that they think the 
essence of America is its material wealth and the widespread distribu- 
tion of that wealth among our people... . 

"But the essence of America is not its wealth. We were far poorer 
than we are today in the seventeenth, eighteenth, and nineteenth 
centuries, yet increasing millions flocked here from foreign soil. There 
was not an automobile or a television set or a refrigerator in our 
entire land when Emma Lazarus, seventy-six years ago, captured some 
of the essence of our nation in her immortal lines for the Statue of 
Liberty: 'Give me your tired, your poor, your huddled masses yearn- 
ing to breathe free .. .' 

"America is a nation of men and women who yearn ‘to breathe 
free.’ . . . From pioneer days the American dream has always been 
of a nation whose members decide their own fates and who are 
subject to no arbitrary power that stands higher than the law or 
public opinion. It is no accident that our Constitution provides for 
a government of checks and balances, that our corporations are 
hemmed in by antitrust laws, and that a struggle now rages about 
what limitations should be placed on the leaders of our powerful 
labor unions. 

". . After all, it's our freedom and democracy that make our way 
of life better . . . not our automobiles and our television sets." 


—EDITORIAL STATEMENT, 
The New York Times. 
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Gas Has a Big Stake in the 
Gray Belts 


By JAMES H. COLLINS* 


Urban renewal! The market that could yield the load needed to 

level off its winter peak—and the summer power peak, too. With its 

new spirit of progress, and new pipeline distribution, gas sits pretty. 
With its three R's—Research, Reserves, and Retailing. 


NE Sunday afternoon that legend- 
ary Yankee who sits on the fence, 
when he has work to do, and 

whittles out a gimmick to do it, decided 
that the family clock needed a thorough 
cleaning. So he took it apart, and when it 
was put together again it still ran, but he 
had a piece left over. 

Some half-dozen years ago, big founda- 
tion people decided that our largest com- 
munity clock—metropolitan New York— 
needed a thorough going over, and appro- 
priated money for professors to do the 
job. They took the town apart, and wrote 
a series of books, telling how it should 
run for the next twenty-five years, and 
put it together again, and it ran. But 
they, too, had a piece left over. It could 
not be fitted back anywhere, so they set 
it aside, saying that time would tell what 
could be done with it, if anything. 


* Professional writer, resident in Hanover, Penn- 
sylvania. 


In these times of crowding problems, 
sO many questions to which there are so 
few convincing answers, there is consid- 
erable cynical amusement in watching 
problems being swept under the rug by 
politicians, sociologists, authorities sup- 
posed to know. 


ok wit: The mystery of rising popu- 
lation, About 200 million people were 
sufficient for all the historic goings on in 
the ancient world. Not until about a 
century ago did population begin to ex- 
plode into a billion, two billion—now 
headed for four billion. According to dif- 
ferent authorities, natural checks and 
balances will come into play, making birth 
rates again behave themselves, while 
others warn that by the end of this cen- 
tury there will not be a place on earth 
to sit down. 

One ingenious theory is that there 
will not be room to breed in such a 
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world, and population will be starved 
down. Also, it is suggested that knowl- 
edge will increase by then, and there will 
be better brains to tell what to do. 

The bald truth is that we do not know 
much about such problems. What the fu- 
ture may bring is speculation. The Black 
Death can be regarded, like war, as a 
natural check on population, but its effects 
did not last much beyond the next genera- 
tion. 

For a time there were more jobs for 
survivors, and better pay, and population 
was soon restored to its old levels. Our 
own Civil War checked nothing. It was 
fought with as many people as now live 
in New York, California, and Pennsyl- 
vania. 


The authorities have many ways of 
saying “We do not know. 


”? 


The Gray Belts—What and Why? 


ews piece of New York city that was 

left over has been given a name that 
appeals to the imagination, and has possi- 
bilities for utility companies—perhaps the 
gas industry especially. 

It was dubbed the “Gray Belt.” 

Similar left-over pieces are to be found 
in most utility territories, and in fitting 
them back, electrical, power, telephone, 
and other companies will build load, and 
also render more service to their com- 
munities. To suggest that gas mav have 
advantages may be to speak of war, but 
these gray belts are changing the basic 
situation for all utilities. 

Until postwar expansion set them by 
the ears, electricity and gas lived a fairly 
quiet coexistence. Electricity’s flexibility, 
and the research of its equipment com- 
panies, gave it a field all its own. Gas had 
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its place as the more economical fuel, but 
apart from a single refrigerator, lacked 
appliances, A more serious handicap, gas 
had no distinct equipment manufacturing 
industry, developing new uses for gas. 
This hampered its retail trade, which was 
at obvious disadvantages over electricity, 
Losing its lighting business, gas had been 
left with the kitchen stove. 


Pigee the postwar dawn, with its blue 

skies and bright promises of wonder- 
ful push-button living, made to restless 
consumers during the war, and anticipated 
in business. Out of those skies fell two 
thunderbolts, neither of which had been 
foreseen in the most thorough surveys of 
postwar economics. 

First, the air-conditioning peak struck 
electricity. Even during the war limita- 
tions, people had looked twice at restau- 
rants and theaters before entering. The 
old slogan “20 degrees cooler inside” no 
longer brought them in. They demanded 
electrical cooling. Electrical companies 
welcomed the room conditioner that 
brought this new comfort into the home, 
and it quickly saddled them with an Old 
Man of the Sea. The summer cooling 
load ran to an impossible peak. No in- 
crease of generating capacity could level 
it off. 

Gas got its corresponding problem in 
the winter heating load brought by its mil- 
lions of new pipeline customers. 

Each eyed the other’s business seeking 
balance. If electricity could win more heat- 
ing load, and gas be adapted to condi- 
tioning, some return to normalcy might 
come. 

All-out war was declared. It was a 
war of self-preservation, and has been 
noisy. 
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New Load Needed for Better Balance 
N™ it may well be that out of this 

war will come some solutions of the 
gray belt problem. 

Thrown off balance, gas organized for 
research and appliance development, and 
promotion. 

Today, as in the past, each will grow 
by finding new customers, rather than 
taking load from each other. 

Many of the new customers needed 
should be looked for in the gray belts, and 
spots, those left-over bits and pieces of 
communities created by the outward flight 
of city residents. They are new sales 
territory to be explored. 

Especially by gas, which may have an 
edge. 

Gas is assumed to have an advantage in 
the price of its fuel. Its appliance prices 
are at present higher than those of elec- 
tricity. It has fewer applications for lack 
of appliances. But gas has organized for 
research and appliance development. It 
has a new sales spirit, and a promotion 
program. It may have, or will have, some- 
thing to sell for the rehabilitation of gray 
spots. These areas should be studied sales- 
wise. 

One of the first steps taken by prop- 
erty owners, in a neighborhood from 
which middle-income tenants have de- 
parted, is to get out from under their tax 
burdens. Buildings can be razed and lots 
turned into parking space, and the 
bombed-out neighborhood that results 
may yield some profit. Houses can be 
rented “as is” for rooming and boarding 
landladies, reduced assessments easing 
taxes. 


’ I ‘izIs is the beginning of sliding down- 
hill into slums. More constructive is 


the repair of old buildings, and dividing 
houses into lower-income apartments, 
with modern appliances and conveniences. 
This is the stage at which property own- 
ers have to deal with modernization costs, 
finance, and potential rentals, and at which 
utility companies can help. 

Gray spots are of all sizes, from the 
half-dozen houses in a single street to 
large slum clearance problems. They are 
scattered over the community, and present 
many kinds of individual problems. 

Glancing into some 800 cities and 
towns over the country, while the new 
federal housing loan program was being 
framed, it was found that hundreds of 
gray belt problems were being studied, 
attacked, and solved. There were com- 
munities where the town leaders pointed 
proudly, saying “See—no_ cavities!” 
meaning that such blighted areas had been 
modernized early, and had come through 
the recent recession with minimum un- 
employment. 


HERE are comic angles to neighbor- 
hood rehabilitation. A group of prop- 
erty owners in a single street, or even 
one, will figure the cost of modernization 
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against potential rentals, and decide that 
their properties may still bring in rev- 
enue and a profit. It may be that one 
owner, or several, cannot figure that way, 
and they hold out. Pressure is brought to 
bear, arms are twisted, and the recalci- 
trants brought to see the light. 

This is the point at which the utility 
salesman can step in with expert counsel 
on cists. Both gas and electrical research 
are directed toward improved appliances 
and services, and toward lower prices. 
Another general objective is combination 
heating and cooling systems, the heat 
pump, and smaller gas conditioning units. 
Both electricity and gas have facts and 
figures for the modernizing property 
owner. Not to be forgotten are those util- 
ity corporations that retain the words 
“gas and electric” in their titles. 


Will the Best Families Ever 
Come Back? 


HILE New York’s left-behind areas 

are pictured as an actual belt, they 
are of many sizes, and scattered over the 
core of the city. They range from neigh- 
borhood spots to the great slum clearance 
problems, like that on the lower East Side, 
and around the financial district. These 
are earmarked for the years ahead, when 
the difficult financial problems can be 
solved. Modernization projects of all 
kinds are scattered over the city, and the 
Big Town may serve as a pattern for 
other communities. 

What the New York investigators point 
out is that with the suburbs booming, and 
drawing away people and business, the 
central areas are being set off by an ever- 
widening gap, and over the next twenty- 
five years they do not see any way of fill- 
ing it. 
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As a place to work and live it appears 
to be doomed. Middle-income people 
move out, lower-income people move in; 
on the borders are millions of slum 
dwellers. Some of the deserters will come 
back after their children are grown, to 
tenant middle-income apartments, but not 
in numbers sufficient to repopulate the 
gap. On the borders are the tenement 
dwellers of Harlem and other “ghettos,” 
who might afford low-income housing of 
the kind that has to be subsidized, but that 
is regarded as financially impossible. 


. on picture! The gray spots seem 

to be doomed as places to live and 
work. Historically, the best families have 
always moved outward, say the New York 
investigators, low-income families come 
into the abandoned areas, and these drift 
into slums. Slums have a pattern of their 
own, ranging from congestion to decline. 
So, for the present, there appear to be no 
community uses for the gray spots. What 
New York will be tomorrow is not ap- 
parent, but over the next fifteen years it 
should see surprising changes. 

There is still a strong development of 
clerical jobs at the city core. Industry in 
the form of manufacturing, and retail and 
wholesale trade, is flying to the suburbs, 
but there are other industries that have no 
factories, stores, or warehouses. Banking 
is one, brokerage another, and advertis- 
ing, insurance, the consulting and legal 
services needed by corporate manage- 
ments moving into the city for various 
reasons. Office workers are hired in grow- 
ing numbers, are drawn from far and 
near. There is a foreseeable limit to this 
kind of work, perhaps set by automatic 
devices, and also the distances that cler- 
ical employees have to travel to their jobs. 
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INDUSTRIAL 


SITE 
FOR SALE 


One limit is being faced in telephone em- 
ployment—women are hard to hire for 
downtown jobs. 


y ie New York investigators think 

that only two or three other large 
cities—which they do not name—have 
this kind of employment at the core. 

But New York has still other indus- 
tries that create jobs, and these may be 
found in smaller communities. 

There is show business in its many 
phases, from Broadway shows for which 
it is hard to get seats, to the innumerable 
kinds of entertainment that bring visitors 
to town. The New York visitor is like as 
not to be a customer or client, to be enter- 
tained on the expense account level, so 
there are status restaurants, and night 
clubs, and private clubs. Even in the big 
towns visitors are tourists, and any com- 
munity can attract and entertain them. 
All of which creates jobs that do not fly 
away. More than half the jobs at New 
York’s core are of that kind. 


Instead of a Slum, a “Left Bank” 


W HAT the future may hold for New 
York’s gray areas, for which the ex- 
perts at present see no future, might be 





imagined by looking back into the city’s 
past. Or that of any community with a 
past around a century. 


Re example, New York’s Greenwich 

Village, which was once an actual vil- 
lage on the Hudson, two or three miles 
from the old Knickerbocker town. People 
fled there to escape summer heat, and 
sometimes the cholera or yellow fever, 
then had summer places, and finally the 
best families built substantial homes as 
the place was joined to the city. Even in 
those days, in which suburbs were prac- 
tically unknown, gray spots developed, as 
the best families grew old, lost their mon- 
ey, were left by their children. The vil- 
lage and a fine residential neighborhood 
on and off lower Fifth avenue began slip- 
ping toward the rooming house level, and 
might have been headed toward slums. 

However, it was attractive to theatrical 
people, and artists, and writers, who 
bought old houses, or became tenants of 
economical apartments and studios, and 
presently the “off Broadway” theater 
materialized. 

“Grenich” or the “village” was a place 
to see, a “Left Bank” associated with 
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Bohemianism. This led to colorful eating 
places, and entertainment of the type vis- 
itors expected to see, and tell about back 
home. 

There was a drift toward the 
“beatniks,” who in a way were born there 
—and so the area never fell to the actual 
slum depths, because New York’s people 
made it something else. Mostly without 
benefit of planning, government interven- 
tion, or subsidies. 


The Three R’s of Gas 
ail relations people are going to 
be intrigued by some of the relations 
angles rising up from these gray spot 
problems. There are new jobs to be done, 
and alluring opportunities. 

Especially for gas. In view of the hot 
war between power and gas, this is a field 
in which it is necessary to step cautiously, 
around sleeping dogs, easily roused to 
bark and bite. But there appears to be a 
noncompetitive pitch. 

Assuming that gas has economies, and 
that these, and its research, and new ap- 
pliances, figure in the rehabilitation of a 
deteriorating neighborhood, or a slum 
area—what more logical than publicity 
for the local gas utility? Perhaps with 
comparisons, and overexploitation. Com- 
parisons between the two utilities could 
be odious. Are they very interesting to 
the public, as news? 

Suppose that publicity in such a case 
is keyed to the community. It is not utility 
service alone that has made this particular 
rehabilitation job possible, but the spirit 
of the town. This town is up on its toes. 
This particular job is not going to be the 
end of its rehabilitation. It is fortunate 
in being served by strong utilities. Towns- 
people should understand the nature of 
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regulated business, and support it, keep its 
utilities strong. 

Publicity might not only be keyed to 
the town, but to the new spirit in the gas 
industry, and the new importance of gas 
as a form of energy, and its postwar de 
velopment. The three R’s of the gas in- 
dustry have news angles—research for 
new uses, retailing of new appliances, and 
the development of reserves to assure its 
future and that of its customers. Both 
gas and electricity are engaged in a war, 
not against each other, but against sub- 
standard living conditions, and the rising 
population. In the next few years one and 
a half-million new homes will have to be 
built, and utility services will be a major 
factor. 


Make the Pitch to Town Pride 
i teen is a definite private enterprise 
versus public financing angle to re- 
habilitation, which utility relations people 
might make a good deal of, with a well- 
planned pitch. 

Renewal financing is a confused maze 
of plans and methods. Many projects are 
paid for by property owners, out of bank 
loans. They qualify for the loans, are as- 
sisted by various government plans, some- 
times guaranties of the debts, or easing 
of interest rates. Such projects are framed 
to pay out from improved income, and 
often the government’s function is a scan- 
ning of credit. 

From this, projects range from the 
clearing of run-down areas that can be 
financed out of land sales, and the reloca- 
tion of dwellings and industries, and on 
up to the great slum clearance projects 
that can only be financed by government 
subsidies, and there is never money 
enough, and so they are filed away in city 
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halls, against the day that can hardly 
come. 


B” that day has come, and may again. 
For when the jobless were set cutting 
grass and raking leaves, in the desperate 
days of the big depression, projects were 
needed, and the towns that had them in 
files went onto Works Progress financing. 
Los Angeles had millions of dollars worth 
of storm drainage plans that could never 
have been afforded in normal times, and 
just by being ready, got most of them 
built. 

If utility relations people watch re- 
habilitation projects to see what kind of 
money is being used to carry them out, 
and give some publicity to those financed 
with bank money, they might have a good 
pitch. 

It would hardly be necessary to put 
the old combatants, private enterprise 
versus Socialism into the ring. The cit- 
izenry have never regarded them as 
heavyweights. But there could be a thrill 
of town pride in the fact that our own 
people are doing something to im p:ovc 
the town, with little or no subsidies. 


Others Getting into the Act 
tien private enterprise angle, and the 
opportunities for utility relations par- 
ticipation, are patly illustrated in an alu- 
minum company’s policy of sponsorship 
in renewal projects. Aluminum is a hotly 
competitive industry, and strikingly mod- 
ern in its search for customers. Shortly 
after war’s end the late Richard S. Reyn- 
olds, Sr., decided that his metal ought to 
be more used in housing. 
“We ought to help people get better 
homes,” is the way he put it, and his four 
sons are carrying out his idea by com- 


pany sponsorship of selected renewal 
projects over the country.’ 


QO" of the countless renewal projects 

over the country, in all stages of de- 
velopment, Reynolds selects for sponsor- 
ship, with its own money and federal 
housing backing. Condemnation proceed- 
ings are often entangling and delaying 
factors in such projects, and the problems 
of relocating low-income and other resi- 
dents are complications that must be 
cleared up before the company takes on 
a project. For each project, Reynolds 
then organizes its particular company, 
for working with the city, with builders 
and architects, and other interests con- 
cerned. 

Such a project, privately financed, go- 
ing forward apace, becomes a civic show- 
case, a matter of town pride. The project 
may have long been in the dream stage, 
now it is coming true, and it gets publicity, 
arouses community enthusiasm, lines up 
citizens who will go to town for it when 
necessary—including utility brass. Such 
publicity cannot be bought, say Reynolds’ 
executives, It benefits the whole aluminum 


x “Good Business in Urban Renewal,” Business 
Week, April 15, 1961. 
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industry. Other aluminum companies are 
active in the urban renewal field, as well 
as plastics, plywood, and manufacturers 
of new building materials generally. 


Healthy Fear of the Bulldozer 
i ros is a dirty word in these gray 
area activities, one with which utility 
and other relations people will have to 
deal, and for which another particular 
pitch is needed. 

The word is “relocation”; in simple 
terms, it means that dwellers in these 
areas hate to be pushed around. 

Picture a tenement neighborhood in 
which families are so crowded, living in 
such apparent squalor, that plans are an- 
nounced for razing everything to the 
ground, and providing new, low-income 
housing elsewhere. The contrast between 
the way they live, and the way they are 
going to live, under such plans, is vivid. 
Recent plans announced in New York are 
for modern low-rent projects in Brooklyn 
or Staten Island and other outlying re- 
gions, for small apartments at $60 a 
month and up, some specially designed for 
old people. 

The tenement dwellers ought to be as 
happy as kings. 

But many of them were born in the 
old neighborhood, have grown up with 
other kids, gone to the same school, got 
jobs, are appalled by Brooklyn, Staten 
Island. The new housing adds up to only 
a few thousand units, hardly a drop in 
the bucket of demand. Such razing proj- 
ects have been carried out by letting tene- 
ment dwellers relocate themselves, or 
scattering them around in places chosen 
by authorities. 

They have come to be hated as “bull- 
dozer” projects. There are cases where 
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neighborhoods threatened with such re- 
habilitation have compromised by rehabil- 
itating bad areas themselves. 


Hv of the bulldozer has been taken 
into account in the 1961 federal 
housing loan program. Though debatable 
on points, such as the 40-year mortgage, 
the visionary $15,000 house, and the lim- 
ited appropriations for such a titanic job 
as national housing rehabilitation, it has 
a pitch that could be right for utility rela- 
tions purposes. 

“Let us see what can be done by re- 
habilitating neighborhoods,” is the idea. 
Pending the time when large clearance 
projects can be undertaken, local property 
owners and community leaders may ac- 
complish much and gain experience. The 
appeal is to community resourcefulness 
and pride. 

In New York, a large area in Green- 
wich Village was earmarked for a typical 
bulldozer project. Fourteen blocks were 
to be razed, and apartments built, with 
garden effects. While it was in the archi- 
tect’s drawing stage, village people rose 
and fought it, secured a stay, and a fur- 
ther study of the neighborhood, and a 
dozen neighborhood projects were ad- 
vanced instead. 


Gas Helps Focus a Good Idea 
HERE is a thirteenth labor for Her- 
cules in bringing much American 

housing up to decent standards. Estimates 
are that around half of it is slipping to- 
ward slums. 

For strength, Hercules today will need 
energy, and gas is a new form of energy 
to millions of new customers. It has only 
lately been laid down in many communi- 
ties, and its expanding uses should be 
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publicized by local gas companies, and the 
industry’s new status and spirit as a whole. 


n the outskirts of Hastings, Ne- 

braska, there is a gas rehabilitation 
achievement of the kind that should be 
publicized. It is attracting widespread at- 
tention. 

A one-story cement block war hous- 
ing project was carried out there and 
abandoned. A Lutheran minister, Rever- 
end William Goldbeck, aided by citizens, 
has turned it into a home for more than 
500 elderly people, from sixty-five to 
ninety-nine. They have low rentals, board, 
medical care. All heating and cooking is 
done with gas. The place is nonprofit, self- 
supporting, and its residents did much of 
the rehabilitation. 

Apart from the use of gas in such a 
project is the fact that it was latent in 
the community, and that gas executives 
assisted in its realization. 


M:* GOLDBECK had for years been a 

state hospital chaplain, where he 
became deeply concerned with the prob- 
lems of old people, and conceived such a 
“Good Samaritan Village” where they 
could be taken care of within their means, 
without charity. Turning to town leaders 
for counsel, he was assisted by executives 
of the Kansas-Nebraska Natural Gas 
Company, a merchandising utility serv- 
ing the general region. They with other 
advisers assisted in planning the equip- 
ment, and in arranging financing. The 
old weed-grown war housing place proved 
to be the spot, and citizens of Hastings 
formed volunteer groups to carry out 
various details, 

Briefly, it was a do-it-ourselves com- 
munity job, of a kind that is possible all 
over the land, waiting for leadership— 
which can often be gas leadership.* 

2“A Gas Company Turns Good Samaritan,” 


American Gas Association Monthly, December, 
1960. 





Gas Industry Is Pushing “Homemade Electricity” 


i “fe 


OMEMADE electricity’ for schools, big buildings, and shop- 
ping centers through the use of gas turbines is the object 


of a new concept being pushed by the natural gas industry. 

"Gas companies are setting out to increase year-round loads and 
profits by taking away power-generating markets from their electric 
utility rivals, the Oil and Gas Journal reports. 

"Buildings equipped with the gas turbines ‘would be electrically 
self-sufficient. They would have no electric utility connection,’ the 


trade magazine says.’ 


—EXCERPT from The Richmond 


527 


Times-Dispatch. 
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Record Year Is About to Begin 
For Gas Air-conditioning Sales 


All indications point to a record sales year for gas air conditioning 

in 1962. Never before in the 30-year history of absorption air con- 

ditioning have conditions been more ripe for the gas industry to 

“cross the threshold" toward capturing a major share of the year- 
round cooling and heating market. 


By WILLIAM G. WEPFER* 
Vice president, Arkla Air Conditioning Company 


HE foregoing forecast is not based 

on idle optimism, although certainly 

the industry has every right to be 
enthusiastic about future prospects. The 
prediction is based chiefly on these hard 
facts: 


(1) More equipment capacities and 
designs are now available, with more 
manufacturers in the field than ever 
before. 

(2) Increased production efficiencies 
have made possible lower-than-ever 
equipment pricing—an average of 27 
per cent below the 1957 level—despite 
steadily rising production and develop- 
ment costs. 

(3) Local gas utility sales effort, and 
*For additional note, see “Pages with the Edi- 

tors.” 
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sales results, have reached new highs 
in 1961. 

(4) With the American economy on 
the upswing after the 1960-61 general 
recession, the central air-conditioning 
market likewise promises to reach 
record highs during 1962. 


saan 1958, 1959, and part of 1960 

—with only two basic capacities and 
unit designs in the small-tonnage market 
available and a dozen years of relative 
sales inactivity behind it—the gas indus- 
try still managed to sell three to four 
times as many gas air-conditioning units 
annually as in any previous year. Then, 
late in the 1960 cooling season, Arkla 
introduced the first in a new line of Sun 
Valley year-round gas-fired cooling-heat- 
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ing units, the Series 500C “remote” 33- 
ton. 

This brought an entirely “new look” 
to gas air conditioning, for it launched 
a series of “hydronic” models which are 
installed outside, thus requiring no in- 
terior floor space, and supply chilled or 
hot water, depending on season, to a fan- 
coil-filter air handling unit placed usually 
in an out-of-the-way inside location. This 
“FCF” unit in turn feeds cold or warm 
air into a conventional duct system. 

Although the 500C gave the gas indus- 
try the decided advantage of a new unit 
design to sell, our new-product develop- 
ment efforts actually had only just begun. 

Examining market statistics and tak- 
ing all factors into account, we realized 
that, with the two basic capacities and 
four model designs available in the late 
summer of 1960, the gas industry could 
still realistically compete for only about 
20 per cent of the total central air-condi- 
tioning unit market—80 per cent of which 
lies in the 2- to 7-ton range. In order to 
compete for that 80 per cent, we knew 
we had to have a “full line of capacities 
and designs between two and seven tons. 

We are on the brink of achieving that 
goal. 


New Units on Market 


ph last February, production has be- 

gun on eight new Arkla units—three 
“downflow” models in 33- and 5-ton 
capacities (for attic, roof, perimeter, or 
slab duct systems) in the conventional 
inside-installed Sun Valley series, an in- 
door and an outdoor “remote” 4.3-ton 
unit, an “add-on” outdoor-installed 4.3- 
ton, a remote 5-ton, and a 6.4-ton model. 
In addition, development work is nearing 
completion on two low-priced models in 


the 2- to 3-ton range, primarily for the 
builder market, with production tenta- 
tively scheduled in 1962. 

These ten units, together with the six 
previously in production (including two 
series of 25-ton water chillers and chiller- 
heaters), add up to a total of sixteen 
different units—four times the number 
available during the first half of 1960. 
This suggests more absorption equipment 
development progress in eighteen months 
than in the previous eighteen years! 

As a result of a continuing program of 
manufacturing cost studies at the Evans- 
ville, Indiana, plant, prices on all Sun 
Valley units in August, 1960, were re- 
duced $100 across-the-board. This makes 
such equipment prices an average of 27 
per cent less than they were in 1957, 
when Arkla acquired the air-conditioning 
division of Servel, Inc. For example, this 
latest reduction makes the original 3.5-ton 
package sell for $415 less than its 1957 
price. This would seem to be an important 
stride forward in enabling the gas indus- 
try to establish itself more firmly in the 
field of single-unit central cooling and 
heating. 


| on recent sales volume, the $100 
price cut represents a reduction of 
about $1 million a year in Arkla’s gross 
sales. We are taking this risk because of 
our sincere belief that the time is ripe for 
a major gas air-conditioning “sales break- 
through.” We are willing to gamble 
Arkla’s future on the gas industry’s abil- 
ity to take full advantage of this vastly 
increased equipment versatility and im- 
proved pricing, and make 1962 and the 
ensuing years a period of sales progress 
to match the tremendous equipment 
progress of 1960-61. 
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_ pacamenmie regarding sales results in 
1962 and beyond are therefore based 
on the logic that, with the gas industry 
capable of quadrupling annual sales in 
the 1958-61 period over those of the prior 
years with only two available capacities 
and designs, it should be capable of even 
greater sales growth with a quadrupling 
of the available equipment at a 27 per 
cent lower cost! 

Conservative estimates call for about 
a 50 per cent increase in total industry 
sales in 1962. These are predicated not 
only on the expanded line of units, but 
on the greatly stepped-up sales effort at 
the local level. Reports from the field 
show sales increases of 100 per cent and 
more in many parts of the country—a 
tribute to the dedicated attention being 
paid to selling in many gas companies all 
the way from the chairman of the board 
down the line to the newest meter reader. 

This projected rise in sales next year 
will heavily tax the absorption equipment 
industry’s production capacity. Increased 
production capability may be able to fore- 
stall a serious product shortage in 1962, 
but quotas and goals already established 
by individual utilities have prompted ac- 
tive plant expansion planning to meet the 
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Quality Has Improved 


deg quality and performance history 
of absorption systems has contrib- 
uted, probably more than any other single 
factor, to their increasing consumer ac- 
ceptance. Production has been at its 
highest level during the past year; yet 
fewer product difficulties were experi- 
enced than in any other like period. 
The following are the claims to be 
made for this equipment. In addition to 
the quality which is recognized in the 
units, the consumer may expect benefits 
and lower ownership costs from five dis- 
tinct areas where absorption units pro- 
vide unique advantages to the owner: 

(1) Longer Life: With no moving 
parts, the absorption cycle literally has 
nothing to wear and provides a life ex- 
pectancy in keeping with the terms of 
home mortgages. 

(2) Constant Capacity: With no 
wear or friction, the unit maintains its 
design capacity throughout its entire 
life span. 

(3) Service Costs: The nature of the 
equipment requires a minimum of re- 
placement parts. Records show that the 
national average for replacement parts 
is less than $1 per ton per year. 

(4) Constant Fuel Costs: Fuel con- 
sumption is constant no matter how 
much or how long the unit is operated. 

(5) Service Responsibility: Twenty- 
four-hour-a-day service is available at 
a reasonable rate from most gas utili- 
ties. 


5 pen sales experience of successful 

companies has established a pattern 
of elements which are proving essential 
to success in this vital field of gas utility 
merchandising. They are principles which 
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should practically guarantee an effective 
gas air-conditioning sales program for 
any gas utility, regardless of size or other 
local factors, with a genuine desire to (1) 
build summer load, (2) increase net earn- 
ings, (3) maintain rate structures, and 
(4) protect its winter heating load. All 
of these result directly from the sale of 
gas for summer air conditioning. 


ere “formula for success” includes 
these elements : 

(1) Top-caliber Sales Effort: This in- 
volves close attention to hiring and train- 
ing enthusiastic, high-caliber full-time 
salesmen. They need not be college- 
trained engineers, as long as they work 
under the supervision of competent engi- 
neers. This also means a sales force of a 
size sufficient to cover your market; a 
good rule of thumb is 25 sales (40 units) 
per man annually. 

(2) Recognition: Gas air-conditioning 
sales is recognized as one of the most 
important departments in these com- 
panies. Salesmen are adequately com- 
pensated and have the prestige and future 
job potential of other middle-management 
executives. 

(3) Company-wide Effort: Gas air con- 
ditioning’s importance in these successful 
utilities is recognized by all employees, 
and the sales effort not limited just to the 
sales department. Every department head, 
every employee is urged to do his part in 
the selling job by turning in prospects 
and doing some direct selling himself. 

(4) Installation and Service Responsi- 
bility: Successful merchandising utilities 
stand behind their product. This starts 
with competent engineering and installa- 
tion of air-conditioning jobs and also 
involves well-trained service staffs. One 


or two years’ “free service” after the 
original sale, followed by an annual pre- 
ventive maintenance contract, is com- 
mon practice. The fact customers can rely 
on their gas company to guarantee the 
performance of its units is probably one 
of the biggest reasons why they buy gas 
air conditioning. 

(5) Well-organized Prospecting: The 
“prospecting power” of a gas company 
is one of its greatest sales assets. Every 
source is pursued—employees themselves 
(one out of three employee-originated 
prospects buys, relieving salesmen of the 
time-consuming task of sifting the “sus- 
pects” from the real prospects) ; present 
owners; neighborhood of owner (calling 
on a new buyer’s neighbors) ; telephone 
Yellow Pages (mostly for commercial 
prospects); builders, developers, archi- 
tects, Dodge Reports, and new meter ap- 
plications. 

(6) “Hard-sell” Advertising and Pro- 
motion: The successful gas utilities utilize 
the “hard-sell” approach in their air-con- 
ditioning advertising, as opposed to the 
“institutional” approach. They spend 
whatever amount of money deemed neces- 
sary to promote air conditioning; many 
annual budgets for this purpose average 
30 to 40 cents a meter. 

(7) Top Management Support: The 
active, dedicated, day-to-day support of 
management executives is an absolute es- 
sential for gas air-conditioning sales suc- 
cess. Without it, even the best-organized 
sales program will usually fall short. 


Can Overcome Obstacles 


—— also has revealed these 
rather surprising facts: 


Favorable climate is not essential: 
Some of the most successful companies 
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in gas air-conditioning sales are located 
in the temperate North. 

Gas rates need not be favorable: Two 
of the most effective gas air-condition- 
ing utility sales programs are being 
carried on in areas of relatively low 
electric rates. 

Local economic factors do not neces- 
sarily figure in: A booming economy, 
with a high rate of construction and 
growing population, is not an essential 
ingredient for success. Several of the 
most successful merchandising gas com- 
panies are located in among the lowest- 
income sections of the United States. 


M*” gas utility “case histories” are 
available to illustrate the above 
findings and show the beneficial results 
of an active program to promote gas air 
conditioning. 

One medium-sized midsouthern util- 
ity reports, for example, that the average 
gas consumption per residential customer 
during June, July, and August last year 
exceeded the average usage for the same 
months in the previous six years by over 
25 per cent, despite a substantial rise in 
the number of customers served. This is 
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attributed largely to a vastly stepped-up 
program to sell gas for air conditioning 
and other year-round uses. 

A 700,000-meter Ohio utility ranks 
among the country’s leading gas com- 
panies in the number of commercial and 
industrial gas air-conditioning installa- 
tions on its system, and also has been 
doing a commendable job in the residen- 
tial market—helping confirm that a warm 
climate is not a prerequisite for selling 
gas cooling in volume. 


grown gas company located in the 

heart of Tennessee Valley Author- 
ity area for the last several years has con- 
sistently been selling more gas cooling, 
meter-for-meter, than many utilities in 
sections of the nation where gas rates are 
far more competitive. 

A combination utility in the western 
United States is successfully promoting 
the sale of gas for cooling, with some 
10,000 tons of gas air conditioning in- 
stalled in its home city alone—illustrating 
its intense interest in filling its “Summer 
(Gas) Valley.” 

A small gas utility, also in the West, 
this year has sold more gas air condition- 
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ing per thousand meters in one of its di- units. With sales being successfully made 
yisions than most other gas companies in in the multiple-home market with present 
the United States. This has been achieved equipment, think of the possibilities when 
despite the fact that gas service was only Arkla’s new low-priced small-tonnage 
just recently introduced to this particular units come on the market soon! 
area (with natural gas thus still seeking 
acceptance for heating, as well as cool- S ies are but a few samples of the 
ing), and despite a less-than-favorable aggressive programs being under- 
competitive rate structure. System-wide taken in the gas industry to build sum- 
unit sales in 1961 are expected to be near- mer load with gas air conditioning—to 
ly triple last year’s volume. flatten out the annual send-out curve and 
make its expanding distribution facilities, 
a remarkable factor here is that built primarily for heating, pay through- 
most of this company’s sales of gas out the year. With a continuation of such 
air-conditioning units are being made to active efforts, aided by a vastly expanded 
tract builders—a market from which the and improved product line, the industry’s 
gas industry was generally considered to radically new “sales look” should soon 
be excluded, at least until the advent of become a radically new look in increased 
smaller, more competitively priced gas gas utilization. 





The Equity of Subsidy 


“<7. a curmudgeon would ask whether it is sensible or just 
to gather taxes from thousands of people and pay them over 
to air cargo lines so that some shippers can afford to ship by air. 
Curmudgeons have been asking that question for years about all 
manner of subsidies, but to no avail. 

"But we hope somebody will ask a few questions about the effect 
of such a government program on other objectives of the govern- 
ment. One of the problems right now is how to resuscitate the failing 
railroads, burdened by excessive taxation, the dead hand of outmoded 
regulation, and the competition of subsidized water and motor car- 
riers. 

"If there is anything calculated to make that problem worse it is 
to use government subsidies to boom the business of their competi- 
tors. ... 

"But every subsidy looks ‘good’ if you overlook the fact that it is 
a time-tested method of making two problems grow where there 
was one before, not to mention growing a new headache for the 


overlooked taxpayer.” 
—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Gas Statistics Released by FPC 


A’ the same time that Joseph C. Swidler 

assumed his new duties as chairman 
of the Federal Power Commission on 
September Ist, the commissioners named 
another recent FPC appointee, Howard 
Morgan, to serve as vice chairman. 
Charles R. Ross, chairman of the Ver- 
mont Public Service Commission, as ex- 
pected, was named to the remaining 
vacancy. 

Swidler took over the chairmanship of 
the FPC at the beginning of the month, 
replacing Jerome K. Kuykendall, ap- 
pointed during the previous administra- 
tion. The transition was a quiet one, and 
resulted in none of the fireworks which 
had earlier been promised by Republican 
Congressmen if the present administra- 
tion attempted to replace Kuykendall as 
chairman. 

One of Kuykendall’s last acts was to 
release the fiscal year-end statistics for 
gas pipeline construction authorized up to 
June 30, 1961. According to Kuykendall, 
a total of 222 certificates were issued 
during the year and additional gas sup- 
plies will be carried to at least 25 states 
in the nation. The $852 million for con- 


SEPTEMBER 28, 1961 


Washington and 


the Utilities 


struction tops the previous year’s high of 
$846 million, and adds close to 10 per 
cent of total dollar investment in all inter- 
state pipeline facilities authorized by the 
FPC since 1942, when the present cer- 
tificate provisions of the Natural Gas Act 
became effective. 

The FPC chairman announced that the 
total miles of lines laid were somewhat 
below last year. The 1960 figure was 9,- 
389 miles, while in 1961 a total of 6,000 
miles was reached. The year-end analysis 
also showed that the added daily capacity 
(Mcf) amounted to some 4 million, as 
compared with 3,250,000 in 1960. 


pew FPC this month also announced 
organizational changes designed to 
speed up its natural gas regulatory work 
and to concentrate its electric power pro- 
gram into a Bureau of Power. The move 
will permit the new Bureau of Natural 
Gas to give its whole attention to the 
mounting backlog of natural gas pipeline 
and independent producer rate filings and 
rate cases. At the same time, it will pro- 
vide further integration of electric power 
regulatory functions under one bureau, 
thus facilitating program planning and 
control. 
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The statistical functions relating to 
power production, capacity, fuel con- 
sumption, and system loads will be more 
closely related to the Bureau of Power’s 
overall program. 

Specifically, the switch will: (1) Trans- 
fer all electric rate regulatory functions 
from the former Bureau of Rates and 
Gas Certificates to the Bureau of Power. 
(2) Change the designation of the Bureau 
of Rates and Gas Certificates to the Bu- 
rean of Natural Gas. (3) Transfer the 
power reports functions from the former 
Office of the Chief Accountant to the 
Bureau of Power. (4) Redesignate the 
Office of the Chief Accountant as the 
Office of Accounting and Finance. (5) 
Establish the Office of Economics, report- 
ing directly to the commission. 


» 


Seek New Washington, D. C., 
Gas Pipeline 


P ppentong SEABOARD COMPANY has ap- 
plied for permission to construct a 
$5 million bypass gas pipeline and related 
compressor facilities in the Washington, 
D. C.-Baltimore, Maryland, area. 

The rapid and anticipated growth of 
population, and the resultant industrial 
and residential construction in the com- 
pacted Washington, D. C., area are given 
as the reasons for the pipeline project. 

More than 40 miles of 30-inch line 
would be laid from the Leesburg, Vir- 
ginia, city gate to an interconnection with 
the company’s 20- and 26-inch lines at 
Linden Church in Howard county near 
Baltimore. There would also be turbo 
charging of six existing compressor units 
at the Lost river station in Hardy county, 
West Virginia. Each unit would be in- 
creased by 220 horsepower, making a 
total station horsepower increase of 1,320. 
_ Atlantic says that certificate authoriza- 
tion is needed by September, 1961, in 


order that construction may start in the 
spring of 1962. The company says it has 
experienced considerable difficulty in the 
past in obtaining the necessary right of 
way in this particular area and therefore 
is allowing a suitable “delay” factor in its 
application. The concern states that the 
proposed facilities will have sufficient 
pipeline capacity to meet requirements for 
the 1962-63 winter and defer construc- 
tion in this area for a number of years. 

Financing will be by joint application 
to the Securities and Exchange Commis- 
sion with its parent, Columbia Gas Sys- 


tem, Inc. 
aR 


Reorganization Bills Passed 


es Kennedy, who fared poorly 
on some of the reorganization plans 
for federal regulatory agencies which he 
submitted to Congress earlier this year, 
appears to be having a little better suc- 
cess in reorganization bills before the 
legislature which would accomplish much 
the same things he had originally desired. 

The modified version of the Federal 
Communications Commission reorganiza- 
tion plan was signed into law by the 
President early in September, and the 
Interstate Commerce Commission reor- 
ganization proposal has been sent to the 
Chief Executive’s desk for his signature. 
The third reorganization bill, for the 
Securities and Exchange Commission, has 
passed the Senate floor and been cleared 
for the House. However, it appears that 
this bill will not receive any House action 
this session and will have to be resur- 
rected next year. 

The new law (Public Law 87-192) 
covering the FCC roughly approximates 
the reorganization plan submitted by the 
administration and defeated by the House 
of Representatives in June. The objection 
to the plan, at that time, was that it would 
vest too much authority in a White 
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House-appointed FCC chairman, Newton 
N. Minow. The bill (S 2135) signed by 
the President does not contain this ob- 
jectionable feature, but, in most other 
respects, it follows the President’s orig- 
inal recommendations for stepping up the 
productivity of the case decision ma- 
chinery of the commission and of gen- 
erally improving its efficiency. It provides 
for a delegation of decision-making au- 
thority to various lower levels. 


= those who are now delegated to 
make FCC decisions are the hear- 
ing examiners, panels of commissioners, 
single commissioners, and staff employees 
who are specially qualified. The delegation 
of the decision-making powers initially 
must be made by the full commission, 
according to its own rules, including the 
assignment of various personnel to hear 
cases. The administration’s plan would 
have given the chairman authority to as- 
sign hearing personnel in cases where de- 
cision making had, by commission rule, 
been delegated to levels lower than the 
full commission. This delegation of 
power from the chairman proved un- 
popular among some lawmakers because 
of various controversial statements and 
actions by the President’s appointee to 
the FCC chair, Newton N. Minow. 

The new law does away with the man- 
datory right of appeal or review by the 
full FCC of lower-level decisions. The 
commission now has the discretion to 
grant such reviews, instead of having 
dissatisfied parties automatically entitled 
to such a review as a matter of right. 
Parties to FCC cases still have the right 
of appeal to the U. S. circuit court of 
appeals if they are dissatisfied with the 
commission’s final decision at whatever 
level it occurs. 

At the end of August the Senate Inter- 
state Commerce Commission sent on to 
the Senate floor a bill (HR 8033) de- 
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signed to streamline the ICC, in much the 
same way the FCC law updated that 
agency. The Senate, at the beginning of 
September, passed the bill, which already 
had been cleared by the House, and sent 
it on to the President for his signature. 
He was expected to sign it into law. 


, SEC bill provides for the estab- 
lishment of three-man boards of em- 
ployees to decide certain classes of con- 
tested cases in which examiners have held 
hearings and recommended decisions. As 
with the FCC reorganization plan, it is 
hoped that this action will give the com- 
mission more time to deal with cases of 
national importance. ICC Chairman 
Everett Hutchinson, whose one-year term 
expires December 3lst, had urged the 
Senate to adopt the measure and denied 
that the bill would add an extra step in 
present proceedings wherein examiners’ 
reports go to the commission or one of 
its divisions. He has already put into 
effect various innovations designed to 
speed up ICC proceedings—most of 
which have been in answer to criticism 
by groups such as the President’s adviser 
on regulatory agencies. 

The decisions of the employee boards, 
made up of high-grade career employees, 
would be subject to an appeal to the com- 
mission itself or one of its divisions of 
three commissioners. The ICC annually 
handles some 5,000 cases, about half of 
which wind up in the hands of the di- 
visions of the commission for final de- 
cisions. The reorganization bill, Hutchin- 
son told the Senate committee, would 
result in only about 1,100 cases which 
might be taken up to the division and 
commission level. 


HE reorganization bill for the SEC, 
with minor amendments, was passed 
by the Senate early in September after a 
favorable recommendation from the Com- 
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merce Committee, and was sent on to the 
House for action. The bill is now before 
the House Commerce Committee, but no 
hearings have been scheduled on the 
measure and it appears that no action 
will be taken on the bill in the House this 
session. Even if the reorganization of the 
commission is considered next year it 
seems likely that despite the current bill’s 
easy passage in the Senate, it will face 
opposition in the House. 

The Senate version of the SEC bill 
would have done much the same things 
as did the FCC bill recently enacted into 
law. The right of delegating decision- 
making authority would be given to the 
full commission, and not to the chairman, 
as the administration had suggested in its 
original reorganization proposal. 


= 
Transmission Network Funds in 


Public Works Bill 
i House is expected soon to vote 
on the administration’s Public Works 
Bill, which was reported out of the House 
Appropriations Committee this month in 
a modified version. 

The $3.6 billion money bill included 
funds for the Atomic Energy Commis- 
sion and the government’s so-called “pub- 
lic works” functions, such as the Army 
Corps of Engineers’ rivers and harbors 
and flood-control projects, the Bonneville 
Power Administration, Tennessee Valley 
Authority, Southeastern Power Adminis- 
tration, and Southwestern Power Admin- 
istration. Also included in the bill was a 
relatively small allocation of $4.2 million 
to be used to construct the first step of a 
2,000-mile network of lines which will 
cross five western states and link three 
large federally constructed dams nearing 
completion. 

The federal transmission system, for 
which the committee has authorized 


planning funds, would cost, when com- 
pleted, a total of $176 million. The House 
Appropriations Committee, known to 
favor a government power policy, favor- 
ably reported out the bill despite the pro- 
tests of the investor-owned utility in- 
terests. When the bill reaches the House 
floor, the same public versus private 
power battle, which broke out over the 
still hanging Hanford, Washington, elec- 
tric generating plant, is expected to come 
to the fore again, and the final result is 
expected to be close. 

The $2.3 billion of the $3.6 billion al- 
lotted to the AEC was still $98.6 short 
of the sum it had received for its opera- 
tions in the last fiscal year, and $6.8 less 
than the President had requested for the 
agency. For the civil functions of the 
Corps of Engineers—such as the rivers 
and harbors and flood-control projects— 
the committee recommended $922,737,- 
000, including funds to start construction 
work on nine projects not in the Presi- 
dent’s budget. The Corps’ overall re- 
quested funds were cut $20 million below 
last year’s total, and $39 million below 
the budget request. 


— projects would get $275 
million, a cut of $6.5 million from 
last year and $22 million from the budget 
request. The committee voted the full 
$38.2 million requested by the TVA for 
flood control and navigation. TVA’s 
budget for the current year calls for re- 
payment to the Treasury of $50 million. 
The agency is committed to repay the 
government’s original investment in its 
power facilities. The allotment to TVA 
is $17 million more than last year. 

Bonneville would get $20 million for 
construction and $12 million for opera- 
tion and maintenance, about $1 million 
under the budget request. 
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Midyear Review of Telephone 
Industry 


jms United States Department of 
Commerce recently issued its mid- 
year review and outlook for the domestic 
telephone communications industry. It is 
estimated by the department that the net 
increase in telephones in 1961 will ap- 
proximate 2.5 million, bringing the total 
number of telephones in the nation to 
about 76.8 million by the end of the year. 

The survey indicates that the pickup in 
general business conditions has been re- 
flected in the growth of the number of 
telephones. During the first half of 1961 
the rate of growth was about 1 million 
or approximately 60 per cent of the 
growth experienced during the same 
period of 1960. The total number of tele- 
phones in service in the nation on June 
30th of this year was 75,357,000. Toll 
calls, which the survey states are a barom- 
eter of business conditions, have con- 
tinued to increase. . 

In 1961 the survey anticipates that 
there will be 41.40 telephones for each 
100 persons in the United States, as com- 
pared with 40.83 in 1960, and 39.75 in 
1959. 

Construction expenditures by the in- 
dustry in 1960 surpassed earlier estimates 
by almost a quarter billion dollars. The 
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Telegraph 


Department of Commerce estimates that 
communications construction expendi- 
tures will continue to hold at the $3 billion 
mark in 1961—this of course is based on 
present estimates. Operating revenues in 
1960 exceeded $9 billion, up more than 8 
per cent over the 1959 figure and the 
Department of Commerce believes that 
this figure will continue to climb owing 
to the increased number of telephone 
services offered, such as secretarial an- 
swering, telemetering, dataphone service, 
teletype service, leased facilities, and 
Telpak services. 


LL. Department of Commerce believes 
that, due to expanded services, in- 
creased population, the usefulness of the 
telephone, and the improved business 
conditions, that there is reason to expect 
a continued upward movement of the in- 
dustry. Telephone calls, both local and toll, 
are expected to reach new highs in 1961 
as is the revenue derived from these serv- 
ices. The total plant investment at the 
end of 1960 was nearly $29 billion and 
the department feels that this should be 
greater at the end of 1961 because of 
continued expansion programs. It is 
pointed out in the survey, however, that 
the projections for 1961 have been made 
with an assumption that production and 
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shipments will not be significantly af- 
fected by any worsening in the “cold 
war” situation. 

» 


New Transatlantic Cable Work 
To Start in 1902 
 Pirehcse need of the first single-cable 

transatlantic telephone line will be 
started in April, 1962, by the Western 
Electric Company for its parent company, 
American Telephone and _ Telegraph 
Company. The new 14-inch $28 million 
cable will be able to handle 128 two-way 
conversations simultaneously, about three 
times as many as the older two-cable sys- 
tem in which each cable carried one end 
of the conversation. The 6,200-mile cable 
will be made in lengths of 20 nautical 
miles. 

One of the unique features of the new 
cable will be that it will be “armorless.” 
Previous cables have been wrapped in 
steel wire while the new single cable will 
have a jacket of polyethylene. The Long 
Lines Department of AT&T will lay the 
cable with a new ship being built in 
Germany. The first cable project, laying 
some 3,500 miles of line from the United 
States to Europe, is due for completion 
in 1963. The increased range of the new 
cable makes possible direct telephone com- 
munications between the two continents 
rather than through a relay point in 
Newfoundland, as is the case with the 
present double cable. 


& 


Senate Announces Additional 
Space Hearings 
pessoa Kerr (Democrat, Oklahoma), 

chairman of the Senate Space Com- 
mittee, has announced that additional 
hearings will be held on the various 
phases of the space program in the latter 
part of September. 
The Senator has indicated that the first 


session will be devoted to a review of the 
Saturn and Centaur rocket projects and 
a later session will involve communica- 
tions satellites. It is anticipated that in 
this latter hearing the committee will 
concern itself with the relationship of the 
National Aeronautics and Space Admin- 
istration with other government agencies 
and with private industry. This would be 
in line with past discussions of the role 
of the government and private enterprise 
in developing the space communications 
satellite program. 


> 
Helicopter Builds Lines 
Thirty Times Faster 

gua TELEPHONE AND TELEGRAPH 

engineers have estimated that the use of 
a helicopter in planting 40 900-pound poles 
was thirty times as fast as construction 
by conventional methods. The chief 
stumbling block to building the 40-pole 
stretch by ground crews alone were the 
40 to 50 degree slopes at this particular 
stretch of the Bitterroot Mountains in 
Idaho. Dense forests also would have 
made difficult the winching of poles up 
these steep slopes. 

Evergreen Helicopters, Inc., of Mc- 
Minnville, Oregon, handled the project 
and this particular group had previous 
experience in airlifting fully fixtured 
utility poles by helicopter. 

Several days before the helicopter op- 
eration, ground crews blasted holes in the 
rock along the right of way. Two staging 
areas were selected as heliports and phone 
company crews at these areas fixed cross- 
arms and insulators to the poles. The 
actual placement of the poles was accom- 
plished in flights ranging from a few 
hundred yards to a mile and one-half. 
The poles with their fixtures weighed up 
to 900 pounds. 

Two men assisted at the heliport, two 
more were used at the moment of lower- 
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ing the pole in the ground, and one guided 
the pilot. The total flight time for all 40 
poles was under four hours, with the 
balance of the eight-hour project being 
consumed by preparation and _ stand-by. 
Despite the diificulties of the wooded 
slopes, phone company officials described 
the financial savings through the use of 
the helicopters as substantial. As soon as 
the last pole was in place the pilot made 
two runs along the line to lay two manila 
lead lines for stringing operations to fol- 
low. The total flight time for this cap- 
ping-off was just twelve minutes. 


e 


High-speed Data Transmission 
fg nee DyNAMICS CORPORATION and 

the Radio Corporation of America 
have announced two developments in 
high-speed data transmission, The Gen- 
eral Dynamics system, called “DEFT” 
for dynamic error-free transmission, is 
capable of sending 15,000 words per 
minute over telephone lines and company 
officials indicate that the system can han- 
dle the equivalent of 150 conventional 
teletypewriter messages. 

The RCA system allows the transmis- 
sion of data across great distances at a 
pace 3,000 times faster than by teletype- 
writer. RCA officials have stated that in- 
stallation of equipment between the Social 
Security offices in San Francisco and 
Kansas City has permitted the transmis- 
sion of data across 1,500 miles. In this 
case, however, the speed of ‘transmission 
was reduced to that of about forty times 
that of a teletypewriter. 


> 


Direct Moscow-Washington 
Telephone Link? 
een members of the Kennedy admin- 
istration are reportedly again consid- 
ering the possibility of establishing a 


direct telephone connection that might 
link President Kennedy and Soviet Pre- 
mier Khrushchev as a possible “last try” 
in the event of impending war. Accor1- 
ing to the proposal, which by the way 
has been advanced before, the phones 
would be used ii world tension mounted 
to the point where the next step would 
be to fire nuclear rockets. In this event, 
either of the heads of state could pick 
up his phone for one last try at some 
sort of settle rent. 

The Kennedy administration has seen 
some dra:vbacks to this proposal, how- 
ever, in the fact tha. a third party could 
conceivably impersonate either of the 
leaders or some person, wishing to pre- 
vent such a conversation, might destroy 
the connection. Another thing to be con- 
sidered is the possibility of pretending to 
n gotiate while rockets were already on 
aeir way to destroy their targets. 

In the past telephone officials have 
pointed out that existing facilities for 
such communications already are at hand 
and there would seem to be little point in 
establishing some new “hot line” when 
present telephone facilities could put 
either of the two leaders in touch with 
exch other in a relatively short time. 


¥ 


Correction 


HE August 31st issue of the Forr- 

NIGHTLY contained an article on page 
317, entitled “Western Union to Offer 
Private Wire Services,” which gave the 
impression that Western Union Telegraph 
Company intended to offer various serv- 
ices such as American Telephone and 
Telegraph Company’s WATS, and Tel- 
pak. The thought intended to be con- 
veyed was that the proposed Western 
Union services are designed to compete 
with the aforementioned Bell system 
services. 
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Financial News 


and Comment 


By OWEN ELY 


Ted Locke Takes Optimistic 
View of Natural Gas 


“ie gas industry—except perhaps for 
canals and water service companies 
—.s the oldest division of the utility in- 
dustry. Providence Gas has an unbroken 
dividend record since 1849, while Cin- 
cinnati Gas & Electric’s record dates back 
to 1853 and United Gas Improvement’s 
to 1885. The shift to natural gas got un- 
der way in the 1920's, as improved tech- 
niques permitted building bigger pipelines 
and large gas reserves were discovered. 
The development of natural gas was re- 
tarded by the depressions in the 1930's 
and by restrictions on construction in the 
wartime period; but the sharp increase 
in the cost of manufactured gas—which 
tripled during 1939-48—paved the way 
for the rapid postwar changeover to nat- 
ural gas which has now spread to all 
states with the exception of Maine and 
Hawaii. (Alaska now has a pipeline. ) 
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Ted Locke has written an interesting 
story on “Natural Gas—A Growth In- 
dustry in Transition” in the August 
Monthly Letter of Goodbody & Co. He 
describes the great growth in the use of 
gas for house heating and the major 
construction of new pipelines from the 
South to consumer areas in the North, 
East, and West. Regulation has also 
changed; while the state commissions 
which regulated the local makers of 
manufactured gas still regulate the dis- 
tributors of natural gas, a complicating 
factor is the federal regulation of the 
interstate pipelines and integrated sys- 
tems, and (since 1954) the independent 
gas producers. The job of regulating the 
pipelines and producers has become more 
and more complicated, so that the FPC 
has fallen far behind in its processing of 
rate cases, approval of applications for 
new lines and expansion of existing ones, 
etc. Some of these cases date back four 
or five years. 


ia is customary after a rate application 
has been pending a few months to be- 
gin collecting the higher revenues, “sub- 
ject to refund” when a final decision is 
reached by the commission involved, 
usually the FPC. This has made it ex- 
tremely difficult to calculate the exact 
earning power of these utility companies 
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and, as Mr. Locke states, “this factor, 
more than any other, has probably been 
responsible for the wary attitude of in- 
vestors toward stocks in this group— 
particularly the pipelines, which bear the 
brunt of the regulatory process.” 

This point is well illustrated in the 
chart showing the price trends of various 
utility stocks, which appeared in the Au- 
gust 31st issue of the FORTNIGHTLY, 
page 322. The pipeline group greatly out- 
distanced other utility groups as well as 
Dow-Jones average during the period 
1942-56, but has made only a moderate 
net advance during the past five years, 
allowing the “fast growth” group of elec- 
tric utilities to pass them, while other 
groups such as the telephones have nar- 
rowed their gaps. The-record of the local 
gas distributors was less outstanding in 
earlier postwar years, but this group has 
now nearly caught up with the pipelines, 
having made an excellent showing since 


1958. 


B: the regulatory picture is changing. 
The commission now has four new 
members out of a total of five. Former 
Chairman Kuykendall recently _ relin- 
quished the chairmanship to Joseph C. 
Swidler, former general counsel to the 
TVA, and it is reported that he may re- 
tire before the end of his term next June, 
which would permit the President to ap- 
point a fifth commissioner. A critical 
article regarding the new commissioners, 
which appeared recently in The Wall 
Street Journal, stated: 


It seems to be the intention of the 
team to achieve stern price control over 
producers of natural gas; to break the 
log jam of undecided cases; to use 
regional price ceilings, which would be 
kept low; to curb the practice of some 
pipeline companies of filing application 
upon application; to cast a critical eye 
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on management practices and financial 
structures of corporations asking for 
rate relief before accepting figures on 
the cost of doing business; to initiate 
crucial probes with critical attention to 
gas price levels, rather than wait for 
rate applications to come along. 


epee Mr. Locke takes a less pessi- 
mistic view, pointing out that any 
major changes in regulation must permit 
continued growth in the industry; that 
every applicant has the right of court ap- 
peal; that any attempt at radical reforms 
would quickly involve the new commis- 
sion in a real morass of litigation. He 
thinks that the rights of private property 
will be closely watched by the companies 
and by investors; and that the latter, by 
refusing to continue to supply funds for 
the industry for expansion, could halt 
industry growth. He states: 


We do not think the FPC wants to 
ruin the natural gas industry or stunt 
its growth. It could easily do so, and 
we think it must realize the dangers 
inherent in any abrupt policy shifts of 
a radical nature. Investors have bought 
their present holdings of natural gas 
securities under rules of the game that, 
for the most part, have not changed 
basically in recent years. To radically 
change the rules now could sharply 
slow down or stop the game. 


However, two possibilities now cause 
some concern: (1) the pipelines may con- 
ceivably be required to place refundable 
revenues in escrow with the FPC, thus 
taking them out of reported earnings and 
reducing the coverage of dividends. (2) 
The commission has given some indica- 
tion of favoring a return on equity of 
only about 103 per cent, as compared 
with the older practice of allowing 6 to 
63 per cent on the rate base. This would 
tend to hold down earnings since many 
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companies are currently earning more 
than this. 


| enn basic problem is the backlog of 
cases. At the end of May, 1961, 
there were 3,821 producer rate applica- 
tions involving revenues of some $172 
million; and there were 110 pipeline com- 
pany rate applications for a total of $387 
million. 

However, the pipeline increases re- 
flect a great deal of duplication—the 
passed-on increases of the producers and 
the passed-on increases where one pipe- 
line sells to another. The commission also 
had a total of some $872 million of filings 
for construction and operation of new 
pipelines, compressor stations, etc. Pend- 
ing changes in the handling of cases, 
permitting examiners and_ individual 
commissioners to take greater responsi- 
bilities, will be helpful. Another proposed 
aid would be to eliminate regulation of 
small producers, but this would require 
action by Congress. The commission last 
September adopted an “area price basis” 
for regulating producers, since it found 
the utility rate basis method unworkable. 
The new system is being developed 
gradually and, if successful, could ma- 
terially reduce the present backlog. 

But it seems obvious to some that new 
legislation is necessary in order to elimi- 
nate court appeals as much as possible. 
A special committee of the AGA recently 
completed a comprehensive study of regu- 
latory problems and suggested increasing 
the number of FPC commissioners and 
eliminating hearings in special cases, as 
well as other recommendations designed 
to speed the processing of rate cases. In 
the past, bills enacted by Congress have 
been vetoed by President Truman and 
President Eisenhower; practically no ac- 
tion was taken in the present session to- 
ward new legislation, but progress in 
1962 appears likely. 


SEPTEMBER 28, 1961 


HE industry’s dynamic growth is ex- 

pected to continue in the future 
despite regulatory problems. Despite a 
rise in the average wellhead price of gas 
from 4.5 cents in 1940 to an estimated 
13.6 cents now, gas continues to be com- 
petitive with other fuels in many areas, 
The industry expects to spend a record 
$1.9 billion on construction this year and 
an estimated $29.4 billion between now 
and 1970, as compared with total plant 
of $21.9 billion at the end of 1960. While 
the saturation for gas house heating has 
increased from 36 per cent in 1949 to 
70 per cent currently, further growth is 
anticipated in some areas such as New 
England and the Middle Atlantic states 
where saturation remains low; and new 
industrial uses such as blast furnace op- 
erations are considered important. The 
industry continues to develop gas air 
conditioning, but has to meet strong com- 
petition from electric air conditioners and 
heat pumps. 


> 
Important Role of Life 


Insurance Companies in 
Financing the Growth of 
The Gas Industry 


Emap sey published book, “Financ- 
ing the Natural Gas Industry,” by 
Richard W. Hooley, contains an inter- 
esting analysis of the postwar growth of 
the natural gas industry, although un- 
fortunately very little statistical material 
is included later than 1958. The reasons 
for the major rdle played by the life 
insurance companies in the growth of the 
industry are explained, and case histories 
of the promotion and financing of two 
big pipeline companies, Texas Eastern 
and Transcontinental, are included. 
Referring to the classical concept of 
the capital market as consisting of nu- 
merous demanders and suppliers of capi- 
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tal, Mr. Hooley remarks that “these as- 
sumptions are valid as long as individual 
investors predominate in the securities 
markets. But to an increasing extent the 
ownership of financial assets is passing 
from individual savers to financial inter- 
mediaries such as life insurance compa- 
nies, pension funds, etc. Correspondingly, 
the decision to lend is often made not by 
the individual saver but bv a fiduciary 
institution with whom individual savings 
have been deposited.” 

In 1900 institutions owned only 35 per 
cent of all domestic corporate bonds but 
by 1952 the proportion had climbed to 
94 per cent, the life insurance companies 
accounting for most of this gain. (They 
increased their share from 8 per cent to 
58 per cent during the 52-year period.) 
Personal trusts increaséd their holdings 
only from 9 per cent to 10 per cent. Com- 
mercial banks’ declined from 10 per cent 
to 7 per cent, but pension funds increased 
their holdings from a negligible amount 
to 9 per cent. Life insurance holdings of 
corporate bonds were heavily concen- 
trated in natural gas bonds, 78 per cent 
of these being owned by life insurance 
companies in 1950. 


M* Hootey sketches the important 
changes in the industry during the 
postwar period, and the origin of present 
regulatory problems at Washington. At 
the end of World War II there were sub- 
stantial amounts of uncommitted gas re- 
serves, but now the supply has become 
much tighter. The number of years’ sup- 
ply of gas reserves declined from thirty- 
three years in 1946 to the level of twenty- 
two years which prevailed in the period 
1954-58. Exploratory activity increased 
about 75 per cent during the decade end- 
ing 1958, but the ratio of wildcat wells 
to total completion, after rising from 17 
per cent in 1947 to 23 per cent in 1951- 
52, later declined to less than 20 per cent. 
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Drilling costs increased about threefold 
in the period 1940-55, the average depth 
of wells increased about 17 per cent, and 
the proportion of dry wells increased to 
38 per cent in 1952 and has remained 
around that level. While it has been esti- 
mated that 1,200 trillion cubic feet of gas 
may be recoverable in the U. S. over future 
years, the cost of developing these gas 
reserves may increase substantially. 

Ownership of reserves is rather heavily 
concentrated and in 1953 the FPC esti- 
mated that 43 per cent were owned by 
nineteen producers. Pipelines have not 
had much incentive to acquire production 
properties, since the FPC and the courts 
have used original cost as a rate base; 
in 1955 gas utilities were producing only 
13 per cent of their requirements versus 
36 per cent in 1946. Interstate shipments 
of gas increased from 28 per cent of 
total production in 1946 to 60 per cent 
in 1959, 


Mi" pipeline contracts are for a fixed 

amount of daily deliveries for a 20- 
year period, but frequently they specify 
a minimum quantity which the purchaser 
must buy, and in some cases this “take- 
or-pay”’ minimum is based on dedicated 
reserves. While contract prices before 
World War II usually specified a fixed 
price throughout the life of the contract, 
postwar contracts have frequently pro- 
vided for price escalation at designated 
intervals, usually an increase of one cent 
per Mcf every five years; renegotiation 
and arbitration are also provided for in 
some cases. The “favored-nation” clause 
may also be used, meaning that the price 
may be raised automatically if other pro- 
ducers in the area raise their prices. Now, 
however, the FPC frowns on certain 
forms of the favored-nation clause and 
several big pipelines have eliminated this 
method of escalation from their contracts 
with producers. 
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With the use of escalator clauses, the 
wellhead price of gas in the West South 
Central and the Pacific states has nearly 
tripled since 1946, although in some other 
areas prices have risen much less. After 
the Phillips decision in 1954, Mr. Hooley 
points out, wellhead prices were expected 
to level out, but this has not been the 
case. Independent producers have at- 
tempted to obtain higher initial rates, 
and the FPC did not originally oppose 
this if the buyer and seller were in agree- 
ment and if other aspects of the proposed 
contract were acceptable. But, as a result 
of the Supreme Court’s Catco decision, 
the commission must now consider the 
reasonableness of the initial sales price. 


gems the financing of the indus- 
try, life insurance companies were 
forced to seek new outlets for the invest- 
ment of the growing volume of their 
assets at adequate yields, and found the 


opportunity in gas bonds. To compensate 
for the greater apparent risk in bonds of 
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new gas companies as compared with the 
obligations of electric utilities, the loan 
agreements were comprehensive and in- 
creasingly restrictive. A general feature 
was the provision of a sinking fund to 
amortize much or all of the issue by 
maturity, as well as restrictions on the 
issuance of additional debt. 

On the other hand, however, debt 
ratios of interstate gas pipeline companies 
were allowed to increase from an aver- 
age of 40 per cent in 1945 to over 60 
per cent a decade later ; in fact, some pipe- 
lines were organized with debt ratios of 
from 80 to 90 per cent. In general, the 
new companies enjoyed a high degree of 
capital leverage, which facilitated the sale 
of their common stocks, particularly as 
the promoters usually obtained blocks of 
common stock at low prices. Thus 
through substantial sales of senior issues 
to institutions, and the initial sale of new 
common stocks on a speculative basis to 
promoters and the public, these pipeline 
companies were able to finance. 
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Averages 


Foreign Companies 


American & Foreign Pr. .. 
Brazilian Traction 

British Col. Power 

Calgary Power 

Gatineau Power 

Quebec Power 

Shawinigan Water & Power 25 


$1.76Ma 
.98De ; 
2.37De f 32 
1.09De 5 6 
2.25De ; 22 
2.53De A 27 
1.54De : 19 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. 
D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October ; N—November ; De—December. b—Also 
3 per cent stock dividend (paid January 25, 1961) included in the yield; similar dividends are paid annual- 
ly, representing balance of earnings. c—Also 23 per cent stock dividend January 10, 1961. d—Also 2 per 
cent stock dividend May 1, 1961. e—Also regular annual 3.3 per cent stock dividend (3 per cent in pre- 
vious years), included in the yield. f—Also regular stock dividend of one-half per cent quarterly, included 
in yield (paid since 1956). h—Also 2 per cent stock dividend payable November 1, 1961, included in yield; 
stock dividends are paid annually, reflecting balance of earnings. j—The rate of increase would be 12 per 
cent if the present number of shares had been used to compute share earnings of past years, instead of us- 
ing the number of shares actually outstanding at the end of each year. k—Also 4 per cent stock dividend 
February 24, 1961. 1—Adjusted for 50 per cent stock dividend June 5, 1961. m—Fifty per cent stock divi- 
dend January 18, 1961—cash dividend on new stock 84 cents. n—Also 5 per cent stock dividend February 
17, 1961. o—Adjusted for 13-for-10 stock split record June 27, 1961. 
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What Others Think 


A Producer Viewpoint of Gas Regulation 


HE present state of natural gas 

regulation, from the point of view 
of one who has the producer’s, trans- 
porter’s, and distributor’s interest at 
heart, has been presented by Lloyd F. 
Thanhouser in his article, ‘‘Paradise Lost 
for Natural Gas,” printed in the April, 
1961, issue of The Business Lawyer. 


Thanhouser, vice president and general 
counsel for the Continental Oil Company, 
considers the Phillips Petroleum Com- 
pany case in 1954 as the turning point 
when the natural gas industry, up to that 
time alive, growing, and prosperous, be- 
came, as he says, a sick and unhealthy in- 
dustry, browbeaten and confused by the 
growing power of regulation. 

The author sets forth the early history 
of the natural gas industry, its growth in 
the early 1930’s to a few cross-country 
transmission lines, and the boom in 
natural gas use and transmission immedi- 
ately following World War II. In the 
nine years following the war, he states, 
the nation’s network of gas transmission 
lines grew in length from 77,300 miles 
to 135,370 miles, a 75 per cent in- 
crease. During the same period, the an- 
nual volume of marketed gas rose from 
3.9 billion Mcf in 1945 to 8.7 billion Mcf 
in 1954, an increase of more than 123 
per cent. The amount of gas shipped in 
interstate commerce soared almost three 
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times as high in that nine-year period, 
Thanhouser pointed out. 

The effect of this boom in the demand 
for natural gas caused its price at the 
wellhead to rise; in fact, to double. Stand- 
ing at 4.9 cents per Mcf in 1945, the 
average price went to 10.1 cents per Mcf 
in 1954, though this latter price was still 
about one-half the price of coal at the 
mine, and one-sixth the price of light 
heating oils at the refinery. 


Pe things kept the cost of gas low 
in relation to the other fuels, Than- 
houser says. One was the natural effect 
of free enterprise and competition, the 
other, that most of the available gas re- 
serves in the Southwest were soon com- 
mitted to be sold under long-term con- 
tracts, and the price clauses of those 
contracts were based on the subnormal 
gas rates in effect before the war. 
Thanhouser terms these early long- 
term contracts a necessary evil, since the 
producer had to sell his gas at then pre- 
vailing depressed prices which bore no 
relation to its value as fuel. The producer 
also knew that the field price of gas 
would rise as the demand became greater, 
and it would cost him more to replace 
gas reserves. To protect himself, the pro- 
ducer came to insist that his contract with 
the transmission company provide for 





hin 





price escalations as time went on. The 
two types of escalation clauses, which 
soon became standard parts of all inter- 
state gas sales contracts, were: (1) 
“fixed” escalation clauses which called for 
specified periodic price increases during 
the life of the contract, and (2) “in- 
definite” escalation clauses, such as most- 
favored-nation and renegotiation provi- 
sions. 

3y making these future price conces- 
sions the interstate transmission com- 
panies were able to tie up vast gas re- 
serves for almost a generation with the 
assurance that during the first several 
years the cost of gas, according to Than- 
houser, would remain subnormal and that 
in any event such cost would never rise 
above the rates prevailing in an ordinary 
competitive market. 


I" early 1959, the future prospects of 
the natural gas industry were bright, 
says Thanhouser. “Natural gas was no 
longer a sheer nuisance or a homeless 
foundling. It had grown to maturity; it 
had raised the rank of the gas industry 
to sixth largest in the country; and it 
had gained responsibility for supplying 
almost a quarter of the nation’s total en- 
ergy requirements.” 

This was the prospect before June 7, 
1954, the date of the Phillips decision, 
and what Thanhouser considers the “day 
of doom” for the natural gas industry. 

The Phillips decision was _ brought 
about, he believes, by the misguided trend 
which the Supreme Court and the Fed- 
eral Power Commission had embarked 
upon following the enactment of the 
Natural Gas Act in 1938. This act was 
an attempt to regulate the natural gas 
industry, and was necessitated by the na- 
ture of the fuel being transported. The 
producer at one end of the pipeline, and 
the distributor at the other are engaged 
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in purely local operations, and have ac- 
cordingly been subject only to the regu- 
latory jurisdiction of local governmental 
bodies; the producers by state conserva- 
tion commissions, and the distributors by 
state utility commissions and municipal 
authorities. 

Before the Natural Gas Act, however, 
interstate transporters of gas were not 
regulated, since the Supreme Court had 
ruled that they could not be regulated by 
the states. The act was the enabling legis- 
lation which allowed the federal govern- 
ment to fill this “gap” in the regulatory 
process. 


_ to its sponsors, and ap- 
parently on its face, Thanhouser 
says, the act was intended to apply solely 
and exclusively to interstate gas trans- 
mission companies. He quotes § 1(b) of 
the act, which “expressly declared that 
its provisions ‘shall not apply . . . to the 
local distribution of natural gas .. . or 
to the production or gathering of natural 
gas.” Thanhouser contends the FPC 
looked upon the act as an excuse for en- 
larging and enhancing its regulatory 
jurisdiction, and that in the days of the 
“New Deal” and “Fair Deal” this trend 
was unopposed. “As a consequence,” he 
says, “the Natural Gas Act was subjected 
to a gradual process of erosion” until 
it no longer fulfilled its original intent. 

Because of the Supreme Court’s rul- 
ing in the East Ohio Gas Company case 
(1950) the FPC was able to “stretch its 
authority to cover every local gas utility 
in the land,” Thanhouser contends. He 
says that Congress, seeing this was “so 
palpably at variance” with the original 
purpose of the act, passed the so-called 
Hinshaw amendment which was signed 
into law in 1954. It exempted all state- 
regulated gas distributors from federal 
regulation. 
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In 1947, the Supreme Court, in the 
Interstate Natural Gas Company case, 
extended the FPC’s jurisdiction to a pro- 
ducing “affiliate” of a transmission com- 
pany. This decision, the author contends, 
alarmed the independent producers be- 
cause it undermined their whole position, 
making them liable to federal regulation. 
In 1950 Congress passed the Kerr Bill 
which would have amended the act to 
make it “perfectly clear that—as had 
originally been intended—production, 
gathering, and sale of natural gas in the 
field were definitely meant to be excluded 
from FPC regulation,” Thanhouser says. 

He calls the presidential veto of the 
bill a “political” one due to “pressure” 
from sources unsympathetic to natural 
gas producer interests. - 


HE author then reviews the famous 
Phillips case in which, in 1951, the 
FPC handed down an opinion holding 
that Phillips was not subject to FPC 
jurisdiction. This was reversed in 1953 
by the court of appeals, largely on the 
authority of the Interstate decision of 
1947. Thanhouser says that the five ma- 
jority justices “somehow found in the 
act an expression of ‘congressional intent 
to give the commission jurisdiction over 
the rates of all wholesales of natural gas 
in interstate commerce . . .’” including 
producers and transporters of the fuel. 
In 1954 the FPC issued a set of regu- 
lations to govern the conduct of inde- 
pendent producers. According to Than- 
houser, it made no difference whether the 
producer had any control over the desti- 
nation of the gas, or even whether he 
knew where it was going. If, after it was 
sold to the transmission company, it 
crossed a state line, the producer became 
a “natural gas company” and had to sub- 
mit himself to FPC regulation as though 
he were a public utility. 


SEPTEMBER 28, 1961 


This utility-type regulation of the in- 
dependent producer, he continues, has 
subjected him to “innumerable distress- 
ing experiences” since the Phillips deci- 
sion. 


Fe instance, Thanhouser gives these 
examples: (1) Price escalation clauses 
and all other convenants bearing on price 
were wiped out unless the producer was 
able to justify the increase called for by 
the contract. Such justification is fre- 
quently impossible under FPC’s rigid 
requirements, he says, and even when 
justification can be shown it can be ac- 
complished only after a long, expensive 
proceeding. 

(2) So clogged are FPC’s dockets that 
rate cases cannot be heard and disposed 
of within any reasonable period of time 
after they are instituted, he contends. (3) 
The cominission may, from time to time, 
reduce, but never increase, any or all of 
the producer’s contract prices in a pro- 
ceeding brought under § 5(a) of the act. 
Such proceedings have been instituted 
against every large producer of natural 
gas in the country, he points out, but in 
1961, seven years after the FPC regula- 
tion started in this field, only one of those 
proceedings (the one against Phillips) 
has been concluded. 

(4) When a producer makes a new 
contract to sell gas, it is a nullity until 
and unless the FPC issues a certificate 
authorizing such sale. The certificate may 
be conditioned on a reduction of the con- 
tract price to whatever price the FPC 
decides upon. This leaves the producer 
with a take-it-or-leave-it choice, Than- 
houser asserts. If he does not take it, he 
cannot sell his gas; if he does take it, he 
will have to accept less than for which 
he bargained. On top of this, he adds, 
certification proceedings, under recent 
Supreme Court rulings, have become 
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nearly as long and expensive as rate cases. 

(5) The producer, according to Than- 
houser, has no way of knowing how 
much he will eventually be paid for any 
gas he may commit for sale in interstate 
commerce. This uncertainty, he says, 
arises from the fact no standards have 
yet been established for determining fair- 
ly or with precision what the “just and 
reasonable” field price for natural gas 


should be. 


Quce the Phillips decision was handed 
down, the FPC has attempted to fix 
producers’ field prices according to the 
familiar public utility cost-of-service 
formula. This has failed, the author main- 
tains, because producers are not public 
utilities and the business of finding, de- 
veloping, and producing petroleum de- 
posits possesses none of the attributes of 
public utility operation; because it is im- 
possible to allocate costs between joint 
products, as between natural gas and as- 
sociated crude oil and lighter petroleum 
liquids; and because producers’ costs are 
unrelated to value. As an example, he 
considers an operator who hits natural 
gas with one well at a cost of about $50,- 
000, while another operator must drill a 
dozen wells, at a cost of $2 million, be- 
fore finding enough gas to justify com- 
pleting a well. This does not mean he 
is entitled to receive forty times as much 
for his gas as the first operator, he says. 

Some years ago, the FPC attempted 
to avoid the problem of regulating field 
prices of gas on a cost-of-service basis by 
abandoning that method and substituting 
other economic criteria to test the just- 
ness and reasonableness of gas prices. 
This experiment, Thanhouser continues, 
was frustrated by the court of appeals 
decision in the City of Detroit case, which 
held that the FPC must continue to em- 
ploy the traditional utility rate base 


method, at least as a point of departure. 

Since that time, he says, the commis- 
sion has been “floundering about help- 
lessly in a stormy sea of indecision.” 
Thousands of rate cases have piled up, 
he points out, as the FPC tries to comply 
with the City of Detroit decision. 


_o situation has had its impact on 
gas producers, distributors, trans- 
porters, and even consumers, ‘Thanhouser 
concludes. 

Producers have, for the time being at 
least, simply kept their gas reserves 
locked up in the ground rather than risk 
the perils entailed in committing them to 
interstate commerce, he states. Some oil 
companies have deemed it advisable to 
sell certain of their reserves in place. In- 
stead of selling the price-controlled com- 
modity, gas, they have sold interests in 
real estate, a transaction which is beyond 
the sphere of the FPC’s regulatory pow- 
ers, according to the Panhandle Eastern 
case (1949). 

Also, producers have intensified their 
efforts to sell the gas, especially that 
which cost them the least, in local, intra- 
state markets, and intrastate transmis- 
sion lines are being expanded. That gas 
which is being committed to interstate 
sale has been the most expensive, Than- 
houser says. This has the result of “at- 
tempting to fit the square peg of com- 
petitively established wellhead prices into 
the round hole of utility rate-fixing tech- 
niques based on cost.” As long as higher 
costs mean higher gas prices on the inter- 
state market, that will, naturally, be the 
market where the costliest gas will be 
sold, he continues. 


| reat exploration for petroleum de- 
posits, and especially for natural gas, 
has been discouraged by these measures, 
he believes. The ratio of proved domestic 
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gas reserves to current gas withdrawals 
is still declining and unless the trend is 
reversed, gas supplies will sooner or later 
exceed the nation’s requirements. 

Interstate gas transmission companies 
are also finding it more and more diffi- 
cult to tie up substantial new gas supplies 
to keep their pipelines full, and if the 
time ever comes when they must operate 
their lines materially below capacity, they 
will be in serious trouble, the author says. 
Their unit costs of operation will then go 
higher and faster than they can raise 
their rates. 

The distributors are also being pinched, 
Thanhouser asserts. Consumer demands 
keep increasing, especially in the North- 
east. In the immediate future, much 
larger gas supplies will be needed, but 
whether they will be obtainable under 
existing conditions is open to grave doubt, 
he believes. 

But ultimately it will be the consumer 
who will be “forced to pay the whole 
staggering bill for this regulatory fiasco,” 
Thanhouser says. The additional costs 
which producers must incur because they 
are regulated will be passed on to the 
consumer in the form of higher gas bills. 
When the natural gas supply becomes 
inadequate to meet the growing demand, 
gas shortages will develop. This will 
mean still higher wellhead prices and the 


scant supply of natural gas available may 
become so expensive the average home 
owner will not be able to afford it, he 
believes. 


oe concludes by offering 
“the obvious remedy,” as he calls it. 
What is needed is to amend the Natural 
Gas Act. The best possible amendment, 
he says, would be one which clearly and 
expressly exempts independent producers 
from FPC jurisdiction. That is what the 
Hinshaw amendment actually did for gas 
distributors in 1954, and what the Kerr 
Bill would have accomplished in 1950 if 
it had not been vetoed. 

A second best alternative, but a poor 
one, says Thanhouser, would be an 
amendment authorizing the FPC to con- 
tinue regulating natural gas field prices 
but expressly directing that such regula- 
tion should be effected on some other 
basis than cost. That is what the Harris- 
Fulbright Bill would have done when it 
was passed by Congress in 1956, but 
which was later vetoed “for reasons 
wholly extraneous to its merits,” as it is 
explained by Thanhouser. 

One of these measures must become a 
reality, he believes, if the natural gas in- 
dustry, and especially the producer, is to 
be allowed to survive in a healthy condi- 
tion. 





Notes on Recent Publications 


Burns aNpD Roe, Inc., New York city 
consulting engineering firm, has issued a 
brochure, listing the company’s activities 
and experience in nuclear projects. Sub- 
divided into three major sections, it covers 
such major topics as nuclear power-gen- 
erating stations, nuclear processing plants, 
and other nuclear facilities. An easy ref- 
erence table is also included, which lists 
the reactor type, the client, and the scope 
of each project mentioned in the brochure. 

Burns and Roe has been engaged in 
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nuclear activities since 1949, and has con- 
tributed to the design and engineering of 
many well-known nuclear installations. 
Among these are the Shippingport atomic 
power station of the Duquesne Light 
Company, and the Hanford, Washington, 
project of the AEC. 

NucLEAR EXPERIENCE BROCHURE. 
Available free from Publications Service, 
Burns and Roe, Inc., 160 West Broadway, 
New York 13, New York, 6 pp. 





The March of 
Events 


Gas Industry Exhibit Unveiled 


en gas industry was recently re- 
ported to have moved a step closer to 
its spectacular $6 million exhibit for the 
1964-65 New York World’s Fair with 
approval of plans for its building and 
completion of a detailed scale model. A 
five-foot long, two-foot high replica of 
the building was shown for the first time 


al 


oo 


to a group of gas industry leaders in New 
York. What they saw was a light, open 
structure which uses air as a building 
material and landscaping to tie together 
the exterior and interior. 

It is felt this modern building will pro- 
vide an ideal showcase to present the ad- 
vanced technology of the gas industry in 
a manner which will have broad appeal to 
Fair visitors. 


California 


Tax Assessment Protests 
Rejected 


i ten California State Board of Equali- 
zation has rejected protests over its 
record $4 billion assessment of public 
utilities in the state. The total assessment 
of $4,065,771,860 announced earlier by 
the board was up $280 million, or 7.3 
per cent, from last vear and means certain 
property tax increases for the utility com- 
panies, The taxes totaled $269 million 
last year. The levies are assessed by the 
state and collected and used by Califor- 
nia’s 58 counties. 


Nine individual companies petitioned 
the board for reassessment this year. 

However, the board unanimously de- 
nied the petitions after a brief hearing. 
Among the protesting companies were 
Pacific Telephone & Telegraph Company, 
the state’s largest utility at $1,160,000,000, 
and Pacific Gas and Electric, the second 
largest at $1,130,000,000. 

Other companies protesting the assess- 
ments were Southern California Edison, 
valued at $585 million; Southern Califor- 
nia Gas Company, $198 million; Southern 
Counties Gas Company, $86 million; and 
California Power Company, $63 million. 


Colorado 


Utilities Offer Compromise 
A COMPROMISE offer bv five large pri- 
vate utility companies drew support 


in Denver from the Upper Colorado 
River Commission for construction by 
the companies of the major portion of 
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the power lines for the Colorado river 
storage project. The utilities, in effect, 
offered to cut the cost of transmitting 
power to preference customers from stor- 
age project units by more than $146 mil- 
lion over an 86-year period. This was a 
modification of earlier proposals. 

The commission then unanimously 
adopted a resolution urging approval of 
a combination power grid in which the 
utilities would build the principal part 
of the transmission system at a cost of 
$100 million. The federal government 
would build the rest for about $53 mil- 
lion. This endorsement was given with a 


proviso that “the Congress determines 
that under such proposal the project re- 
payment and consumer power rates are 
not adversely affected when compared 
with other methods of energy transmis- 
sion.” 

The commission’s action was just the 
opposite of that taken recently by the 
Colorado State Water Conservation 
Board. 

The utilities involved are the Public 
Service companies of Colorado, Arizona, 
and New Mexico, Utah Power & Light 
Company, and Pacific Power & Light 
Company. 


Florida 


County Considers Phone 
Franchise Question 


patches as to whether Florida law 
permits counties to collect franchise 
fees from telephone companies was raised 
in Dade county. It was estimated that 
such a fee, imposed at the rate of 1 per 
cent of gross revenue—the maximum 
allowed by Florida law, would bring the 
county $125,000 in revenue next year, 
with the amount growing to $228,000 a 
year by 1977. 


Most cities in Dade county now have 
telephone franchises with Southern Bell 
Telephone & Telegraph Company and col- 
lect the full 1 per cent. 

This is to pay for use of public right 
of way for phone lines. 

The phone franchise issue first came up 
in Dade county a vear ago when voters 
approved a 30-year franchise with Florida 
Power & Light Company. The power 
company pays 6 per cent of its gross, 
minus property taxes. 


New York 


Asks Rate Case Rehearing 


eee Mouawk Power Corpora- 
TION has sought a rehearing of an 
order by the state public service commis- 
sion that would cut a proposed $11 million 
increase in electric rates to less than $4 
million. 

The commission, in a recent deci- 
sion, ruled that Niagara Mohawk would 
be entitled to an increase of about 2 per 
cent of the approximately 6 per cent boost 
it had sought. 

The company subsequently filed a new 
rate schedule that called for an increase 
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of $3,735,000 in rates under the 2 per 
cent basis. This schedule was being stud- 
ied by the commission. 

If the 6 per cent increase had been 
allowed, the company would have been 
permitted to raise electric rates through- 
out its entire system in upstate New York 
by $11,223,000. 

In asking the commission for a rehear- 
ing, the company contended that a number 
of the agency’s findings were contrary 
to the commission’s own rules and de- 
terminations and against the weight of 
court decision. 





Progress 


of 
Regulation 








Trends and Topics 


Interest on Refund of Overcharges 


B fine Federal Power Commission is authorized, when ordering a refund 
under the terms of a condition attached to a producer’s certificate, to 
require payment of interest at 6 per cent. A federal court, upholding a recent 
decision by the commission, said that any other holding would validate a 
retention of funds by the producer in a manner that would amount to unjust 
enrichment (39 PUR3d 36). Addition of interest to refunds because of over- 
charges has been ordered in numerous cases under statutory authority, or as 
a matter of doing justice, without a question being raised as to judicial or 
commission authority. 


Right to Interest Upheld 


Federal courts have upheld the right of customers of gas distributing com- 
panies to receive interest on refunds received from a wholesale company (6 
PUR3d 97). The right to interest on refunds has been upheld in many federal 
and state decisions. An electric customer entitled to recover an overcharge is 
entitled to recover interest as fixed by statute, according to a Missouri state 
court decision (21 PUR NS 77). 

The Pennsylvania commission, in one case, ruled that interest on refunds 
should be allowed at the rate of 6 per cent per annum where the company 
was allowed a return of 7 per cent and had paid interest to its holding com- 
pany on borrowed money at 6 per cent, while 6 per cent was the maximum 
legal rate of interest (20 PUR NS 329). The West Virginia commission has 
required refunds with interest at 6 per cent (23 PUR3d 394). 

The Colorado commission, in directing a gas company to pass on to cus- 
tomers a refund received from its wholesale supplier, directed that interest 
accrued on short-term legal investments of such moneys should be added 
(28 PUR3d 448). 


Limitations on Right to Interest. 


Whether interest should be added would seem to depend upon equitable 
principles. If a distributing company receives interest on a refund from a 
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wholesale company, its failure to pass the interest to customers might be called 
unjust enrichment. Where there are offsets to interest, or other special cir- 
cumstances, a different conclusion may be reached. 

The District of Columbia commission, in one case, decided that where a 
natural gas rate schedule provided for adjustments in charges for retail gas 
service to reflect increases and decreases in the wholesale price of natural gas 
there was no need to provide for payment of interest on refunds to the cus- 
tomers when the adjustment clause made no provision for collecting from 
customers an increase in gross receipts tax related to any increase in revenues 
based on the increased cost of gas, and collection of the higher gross receipts 
tax would more than offset the interest on refunds (4 PUR3d 105). 

The New York commission decided that natural gas companies having 
automatic rate adjustment provisions covering changes in the cost of purchased 
gas should not be required to pay interest on amounts refunded to each of its 
customers in the event of a retroactive rate reduction ordered by the Federal 
Power Commission for the natural gas pipeline company supplying the dis- 
tributing companies (100 PUR NS 271). 

A federal court, in one case, said that whether interest should be paid on 
refunds collected under a rate order invalidated by the court is to be decided 
on equitable considerations when there is no statutory authorization of in- 
terest. A requirement that a company pay interest on refunds of excess rates 
collected under bond was held to be erroneous where a rate increase had been 
sought in good faith, the commission had authorized higher rates, litigation 
was not unduly delayed, the appellate court had refused to stay collection of 
the increase pending appeal, and the appellate court had required the amounts 
involved to be impounded without any suggestion as to interest (93 PUR 
NS 516). 


Period for Computation of Interest 


Questions have arisen in some cases as to the period during which interest 
should be computed, depending upon such factors as time of receipt, time 
when the right to refund arose, reasonable or unreasonable delay during 
litigation, and final judicial determinations. 

The Federal Power Commission has required that a refund to wholesale 
customers of a natural gas transmission company carry interest from the 
date of collection to the date of refund (14 PUR3d 266). A shipper was held 
entitled to recover interest on excess motor carrier charges from the time they 
were paid, since the right to recover the excess itself arose at that time (235 
F2d 416). A federal court ruled that gas companies unsuccessfully contesting 
an order of the Federal Power Commission to reduce rates should pay interest 
from the date they receive the moneys in excess of those allowed by the com- 
mission (45 PUR NS 235). 

It has frequently been said that ordinarily a person liable to make restitu- 
tion is under a duty to pay interest from the time he commits a breach of 
duty in failing to make restitution. A federal court, in granting restitution 
to a purchaser of natural gas for the difference between a contract price and 
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a higher minimum price paid under an invalid order of the state commission, 
allowed interest from the time the commission order was finally declared in- 
valid (20 PUR3d 373). 

Interest accumulated against a wholesale natural gas company on amounts 
directed by the court to be refunded to gas-distributing companies from funds 
collected by the wholesale company, under a stay order pending review of a 
Federal Power Commission order denying the wholesale rate increase, should, 
according to a court decision, be cut off as of the date of the denial of the 
wholesale company’s motion for an allowance from the stay funds, since 
which date the wholesale company was ready to make the refunds as soon 
as the court so directed. The delay in this case was due to complications 
existing in the distributors’ situations and to the efforts of the court to 
resolve them intelligently as a basis for authorizing the distributions (6 
PUR3d 97). 

An Arkansas court ruled that interest should be allowed as part of “dam- 
ages,” when refunds are made for excess rates collected under bond pending 
litigation, when the bond is required by statute to secure prompt payment “of 
any damages or refunds to the persons entitled thereto.” In that case interest 
was allowed from the date of the excess payments to the date of repayment 
and not merely from the date of judgment (94 PUR NS 214). The commis- 
sion, in carrying out the mandate of the court, required that interest be paid 
on overcharges only from the dates of their payment to the date repayment 
was tendered. The additional revenue allowed the company by way of in- 
creased rates had been fixed by the court on appeal and the commission, upon 
remand, had finally approved a schedule of rates yielding the revenues al- 
lowed by the court. A further appeal from commission approval would pre- 
clude the company from making the refunds until that appeal might be 
determined and the company could no longer be considered as wrongfully 
withholding money (95 PUR NS 1). 

Interest allowed under Texas law as damages for the detention of money 
is not allowed as a matter of discretion, but is due as a matter of law if the 
amount of recovery depends on conditions existing at the due date, though 
unascertained and disputed until the time of trial. Interest is to be added by 
the court in entering judgment on the verdict of a jury when it is certain 
that the jury has not already included it. A federal court, in making this 
decision, said that the gas company’s duty to refund overcharges did not arise 
in one city until rate proceedings in another city came to an end, where the 
company’s franchise bound it to charge the same scale of rates in the one city 
as those in effect in the other. Therefore, interest on overcharges did not 
begin to accrue until such litigation was concluded. A decree awarding re- 
funds without interest for overcharges, the court ruled further, draws interest 
from the date of the decree, where it is unreversed, notwithstanding that 
interest was not included in the decree because it was not claimed in the plead- 
ings or insisted on in the trial. Where a gas company which had been ordered 
to make refunds had been prevented by the court at the request of a city from 
paying refunds for a time during complications with regard to assignments 
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from patrons, it was not required to pay interest on the refunds for that 
period (39 PUR NS 398). 


Interest on Partial Refunds 


The Federal Power Commission, in one case, considered the question of 
partial refunds. It ruled that partial payments made by a natural gas pipe- 
line to customers prior to the date designated by the commission for final 
settlement represented both principal and interest on such principal, even 
though the company designated such payments as principal alone, where they 
were duly accepted. It was said to be irrelevant, with respect to computation 
of interest, that partial refund payments accepted by customers might have 
resulted in an implied agreement if the parties had been an ordinary debtor 
and creditor, since the provisions of the Natural Gas Act would control. 

Furthermore, the requirement that such prepayments should represent both 
principal and interest on principal up to the date fixed for final settlement 
protected the interests of both the distributing companies and the ultimate 
consumers, The commission, in that case, permitted the natural gas pipeline 
company to retain the benefit of any tax savings associated with the payment 
of the interest (17.PUR3d 301). 





Review of Current Cases 


Rate of Return Based on Capital Cost Sustained and Questions 
Of Gas Cost and Rate Differential Decided 


HE Louisiana supreme court sus- 

tained the commission in its de- 
termination (34 PUR3d 78) that a rate 
of return of 5.5 per cent was just and 
reasonable for United Gas Pipe Line 
Company. On this point it reversed a 
lower court which had ruled, on review, 
that 6 per cent should be allowed. The 
commission was also sustained in its al- 
lowance of a 2.75-cent differential be- 
tween industrial and domestic rates. But 
the commission was reversed in its ruling 
in favor of rolled-in gas costs as affecting 
the company’s rates in the New Orleans 
area. 


Rate of Return 


The commission’s use of a rate struc- 
ture of 60 per cent debt and 40 per cent 
common equity was not assailed. It ap- 
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proximates the actual capital structure of 
both United Gas Pipe Line and its parent 
corporation, United Gas Corporation, 
which owns all of United Gas Pipe Line’s 
stock. The court agreed that this capital 
structure was properly adopted by the 
commission. 

The components of a fair return, said 
the court, are the interest payments for 
indebtedness, the dividend payments to 
investors in equity, the cost of flotation, 
and payments into surplus. In view of the 
intercorporate relationship in this case, 
the most reliable means of determining 
the historical cost of debt was to look to 
the parent company, as the commission 
did. The commission may look through 
the corporate form of affiliated corpora- 
tions and probe for economic realities. 
The historical cost of debt capital was 
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thus found to be 3.71 per cent. Since it 
would not be prudent to replace the out- 
standing debt, the current cost of securing 
the borrowed capital de novo was not 
controlling. 


Earnings-price Ratio 


Earnings-price ratios were used by the 
commission as an approach to equity cost, 
taking, of necessity, the ratios of the par- 
ent company. Despite some infirmities in 
this approach, the court considered it a 
reasonably reliable guide in fixing the 
cost of equity capital when used with in- 
formed judgment. United Gas Corpora- 
tion’s earnings-price ratio for the twelve 
months ending September 30, 1959, was 
7.18 per cent. The average ratio for the 
1954-58 period was 6.97 per cent. The 
record contained studies of natural gas 
pipeline companies, natural gas-distrib- 
uting utilities, and electric utilities whose 
earnings-price ratios were comparable. 
The commission concluded that United 
Gas Pipe Line’s earnings-price ratio was 
7 per cent. 

Since no proof of flotation cost was 
presented, no allowance for this item was 
warranted. Exercising its judgment on 
the evidence, the commission adopted 8.18 
per cent as the proper cost of equity capi- 
tal. On the basis of the debt and equity 
cost determinations, the overall allowable 
rate of return of 5.5 per cent was fixed. 

The company urged before the court 
that 5.5 per cent found in this case con- 
flicts with the court’s decision in the 
Southern Bell case (32 PUR3d 1) in 
which 6 per cent was allowed. Noting 
the different facts and circumstances, 
however, the court indicated that the 
Southern Bell rate did not control in the 
instant proceeding. The court thought 5.5 
per cent, which includes 8.18 per cent on 
common equity, was reasonable and 
achieved a proper balancing of investor 
and consumer interests, enabling the com- 


pany to maintain its financial integrity, 
attract capital, and compensate its in- 
vestors for risks assumed. The rate of 
return, it was pointed out, should be high 
enough, but not higher than necessary, to 
attract capital and hold it. 


Dissenting Opinions 

Two dissenting justices took the posi- 
tion that 6 per cent should be allowed, 
as the lower court had ruled. They 
thought the 5.5 per cent allowance was 
contrary to the Southern Bell decision. 
Justice McCaleb said the evidence in the 
instant case established that rate-making 
bodies throughout the United States have 
been allowing an average return of 12 
per cent on equity investment in gas pipe- 
line companies and that the Federal 
Power Commission has allowed an overall 
rate of return of 6 per cent or more. 


Rolled-in Gas Costs Disapproved 
United Gas Pipe Line’s system is ac- 


tually two separate systems. One system 
runs north from southern Louisiana, and 
the other runs northeast and north from 
southern Texas. The company can serve 
the New Orleans area only from 
Louisiana supplies, which are more ex- 
pensive than the Texas gas. The commis- 
sion sought, however, to support its sys- 
tem-wide average cost determination on 
the ground that the gas reserves which 
enter the pipeline system constitute a com- 
mon reservoir supplying all of the com- 
pany’s customers. Under the theory of 
displacement, the commission argued that 
an increase in the transmission of Texas 
gas to the company’s interstate customers 
increases the volume of gas for consump- 
tion in the New Orleans zone in an iden- 
tical amount. 

The court regarded these contentions 
as untenable. They ignore the physical 
limitations of the company’s facilities and 
contravene the scheme of multistate 
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regulation, it was said. Viewed in the 
light of existing realities, said the court, 
rolling-in becomes “‘a method of portag- 
ing the rate past the recovery of the 
actual costs of gas purchased.” The man- 
datory separation of intrastate and inter- 
state costs and revenues for state regula- 
tory purposes has been well-established. 
The court concluded that the allocation 
of gas costs based in part upon low-cost 
gas purchased in another state, none of 
which is used or usable in the rate zone 
of New Orleans, would be arbitrary and 
destructive of a reasonable end result. 


Industrial-domestic Rate Differential 


In the rate schedules which United Gas 
Pipe Line put before the commission, a 
differential of only 1.7, cents per Mcf 
between industrial and domestic rates was 
proposed. The commission fixed a differ- 
ential of 2.75 cents, despite a historic 
differential of 5 cents. This ruling was 
not disturbed by the trial court. The 
supreme court found no indication of 
abuse of power on the part of the com- 
mission. Its differential was calculated to 
protect the interests of the domestic con- 
sumer and at the same time preserve the 
competitive position of the industry. It is 
true, the court commented, that a differ- 


e 


ential between domestic and industrial 
rates is warranted. Industrial rates are 
normally lower because of better load 
factors and large volume operations, 
However, each class of business must 
bear its fair share of the cost of service. 


Intervention Interest Too Remote 


The reviewing trial court dismissed 
the intervention of the water board of 
New Orleans. The board purchases gas 
from a distribution utility which is a cus- 
tomer of United Gas Pipe Line. It al- 
leged that any rate increase granted to 
the pipeline ultimately would be passed 
on to the board. 

The high court held that dismissal of 
the intervention was proper. The board’s 
interest was remote, indirect, and con- 
tingent. 

The board would be affected only 
if further rate action is taken by the dis- 
tributor-customer, after the termination 
of the instant proceeding. The interest 
required to authorize intervention must 
be a direct one by which the intervener 
is to obtain immediate gain or suffer im- 
mediate loss by the judgment which may 
be rendered between the original parties. 
United Gas Pipe Line Co. v Louisiana 
Pub. Service Commission, 130 So2d 652. 


Earnings on “Fair Value Common Equity” Weighed 
In Determining Reasonable Rate of Return 


E Missouri commission pointed out 

that the rates which it authorized for 
Joplin Water Works Company will pro- 
vide earnings of 10 per cent on “fair 
value common equity,” after the payment 
of preferred dividends and interest on 
bonded and short-term debt. This equity 
value is calculated by inflating the book 
value of the company’s common equity in 
the same ratio as the fair value rate base 
determined in the case bears to original 
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cost. The percentage increase amounted 
to 22 per cent. 

Authorized earnings on the stated value 
of common equity will approximate 12 
per cent. One of the functions of a favor- 
able rate of return, the commission ob- 
served, is to allow a utility sufficient earn- 
ings to pay reasonable dividends to its 
stockholders. The allowance for common 
equity was considered sufficient to meet 
this requirement. 
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On the newly authorized rates the com- 
pany will earn a rate of return of 5.03 
per cent on a fair value rate base of $5,- 
885,000. The rates which the company 
requested in this proceeding were denied 
as excessive. It appeared that they would 
produce a rate of return of 7.03 per cent 
on an original cost rate base of 4,824,- 
375, or 3.54 per cent on a depreciated 
reproduction cost rate base of $9,566,955. 


Concurring Opinion 


Commissioner McClintock, concurring, 
expressed the opinion that the commis- 
sion failed to allow the company to earn 
an adequate return either for the present 


& 


or the foreseeable future. He noted that 
the commission’s decision was based upon 
an operating period ending February 29, 
1960, and that the authorized return was 
much less than the average return which 
is generally recognized as necessary. 

Commissioner McClintock observed a 
decline in the company’s earnings during 
the lag of more than sixteen months be- 
tween 1959 and the date of the decision. 
With this situation and the general in- 
crease in costs, he anticipated that the 
applicant would be forced, at the expense 
of consumers, soon to seek additional 
revenue. Re Joplin Water Works Co. 
Case No. 14,502, July 21, 1961. 


New Questions Not to Be Presented on Appeal 


HE object and purpose of a petition 

for rehearing are to give the review- 
ing court an opportunity to correct its own 
omissions or errors by having them called 
to the court’s attention. An Indiana ap- 
pellate court stated this rule in support of 
its denial of a petition for rehearing after 
its affirmance of a commission order 
granting a certificate of territorial au- 
thority to a telephone company in 
Daviess-Martin County Rural Teleph. 
Corp. v Indiana Pub. Service Commis- 
sion, 38 PUR3d 442. A petition for re- 
hearing should ask for a rehearing only 


e 


on points which were originally properly 
presented that were overlooked or im- 
properly decided. 

The court reviewed the record and 
briefs, from which it appeared that the 
appellant was, for the first time, attempt- 
ing to raise on petition for rehearing 
several new questions set forth. It was 
said to be the law that new questions will 
not be considered by the court upon a 
petition for rehearing. Daviess-Martin 
County Rural Teleph. Corp. v Indiana 
Pub. Service Commission et al. 175 
NE2d 439. 


Original Cost Rate Base Adopted in Electric 
Rate Case 


E Nevada commission, investigating 

the reasonableness of electric rates 
charged by Ely Light and Power Com- 
pany, said that the most practical rate 
base for both the commission and the 
utility is original cost less depreciation. 
It pointed out that in recent decisions it 
had used original cost for rate base pur- 
poses, saying that the use of such a rate 


base is not necessarily a method to reduce 
revenues of utility companies. Rate of 
return, it said, is becoming less important 
in rate making, since the end result of 
rate making is a more important aspect 
in which the commission should be con- 
cerned. 

The real question for regulatory bodies 
is not the manner in which a rate of re- 
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turn is calculated or the particular per- 
centage of rate of return. According to 
the commission, the question for de- 
termination is whether the company is 
able to earn enough money to keep it in 
a healthy financial position, able to meet 
its fixed costs, and pay its investors a rea- 
sonable return. 


Working Capital Allowance 


The commission pointed out that it has 
frequently rejected working capital from 
a rate base. The reasons for such a re- 
jection were that a utility has available 
to it certain accrued accounts from op- 
erating expenses, such as reserve for fed- 
eral income taxes and for property taxes. 
It was noted that if these reserves are 
sufficient to provide the necessary funds 
for working cash and materials and sup- 
plies, the ratepayers should not be re- 
quired to provide such funds. If they are 
not sufficient, then the difference may be 
included in the rate base. The commission 


concluded that this is a reasonable rule. 


Pension Costs 


The expense of the company’s pension 
plan for 1960 amounted to $13,534.96, 
This expense was instituted by the com- 
pany during the latter part of 1960. The 
plan, as explained by the company, was 
an employee retirement program costing 
approximately 15 per cent of total wages 
paid. In viewing this expense in the light 
of a rate matter, the commission believed 
that such a high cost was contrary to the 
best interest of the ratepayers. It said that 
if the company wishes to continue this 
particular plan it cannot alter such inten- 
tion, but for rate-making purposes it 
should allow only a percentage of the 
cost as an expense to the ratepayer, with 
the balance becoming an expense to the 
stockholders. Only 50 per cent of the 
pension plan cost was allowed as an op- 
erating charge in this case. Re Ely Light 
& P. Co. Case No. 1287, July 13, 1961. 


Grace Period before Bills Become Delinquent Considered 
Too Long in Telephone Rate Case 


bem Wyoming commission had no dif- 
ficulty in approving a rate increase 
proposed by Silver Star Telephone Com- 
pany, Inc., since it will provide little more 
than enough income to offset an operating 
deficit. It was not necessary to determine 
a rate base, in these circumstances, in 
view of the reasonableness and accuracy 
of plant accounts. 

The commission observed that the earn- 
ings of a utility should be adequate, under 
efficient and economic management, to 
maintain its credit and provide a sinking 
fund for future replacements in order 
that the utility may prosecute its affairs 
with diligence and economy. In determin- 
ing whether proposed telephone rates are 
reasonable, several factors should be con- 
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sidered: (1) the character of the busi- 
ness, (2) the locality served, (3) the 
density of population, (4) the character 
of service rendered, and (5) the antici- 
pated subscriber growth in the service 
area. 

Although a consulting engineer recom- 
mended to the company that it request 
rates sufficient to produce a rate of return 
of 5 per cent, the company declined to do 
so, taking cognizance of the depressed 
economic conditions in its service area 
and the fact that too great an increase 
might adversely affect its operations. 


Long Grace Period Detrimental 


The commission took note that the 
company has allowed subscribers’ accounts 
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to become delinquent in an amount dis- 
proportionately large in view of the size 
of the utility. Of this amount a substan- 
tial sum has been written off as uncol- 
lectible. This situation has required a rela- 
tively large reserve for uncollectible ac- 
counts, which is a burden on present 
consumers. 

The commission found that the com- 
pany’s tariff provision allowing two 
months before a bill is deemed delinquent 


was “slack and incautious” and conducive 
to delay in payments. Although the com- 
pany evidently allowed the long period 
of grace in order to prevent the loss of 
customers, it appeared to the commission 
chat the provision has only served to the 
detriment of both the company and its 
subscribers. It was recommended that the 
period of grace be reduced to thirty days. 
Re Silver Star Teleph. Co., Inc. Docket 
No. 9398, July 6, 1961. 


Gas Rate Change Not Permitted during 
Suspension of Prior Change 


pes appeals court upheld the 
policy of the Federal Power Com- 
mission that during the suspension of a 
rate, under the Natural Gas Act, the prior 
existing rate schedule continues in effect 
and may not be changed. During the sus- 
pension of rate changes filed by Amerada 
Petroleum Corporation, the company 
sought to file new and higher rates. After 
some fruitless procedural action, they 
were rejected for filing. They were subse- 
quently refiled and suspended. 


Statute Supports Policy 


Amerada contended that the commis- 
sion did not have authority to reject the 
filings merely because they were to be 
made during the period when prior rate 
changes relating to the same gas were 
suspended. The substance of Amerada’s 
challenge, as the court pointed out, was 
that the Natural Gas Act contains no re- 
striction upon making rate changes dur- 
ing periods when prior rate changes re- 
lating to the same gas are suspended. 

Section 4(d) forbids changes without 
notice to the commission at least thirty 
days before the changes are to go into 
effect. It provides that the notice shall 
state the change to be made in the sched- 
ule “then in force.” The court read the 


section as limiting a change to the rate 
in force and effect at the time of the 
change. Moreover, in exercising its ex- 
press power to carry out the provisions 
of the act under § 16, the commission has 
consistently declared its policy to be that 
during the suspension of a rate the prior 
existing rate schedule continues in effect 
and shall not be changed. Congress has 
neither directly nor indirectly disapproved 
this policy. 


Suspension Period Not Excessive 


The commission’s order suspending the 
refiled supplementary rates was chal- 
lenged on the ground that its effect was 
to suspend Amerada’s rate changes for 
a period in excess of the statutory period 
of five months. This challenge was based 
on the premise that it was of no moment 
that the first increases were suspended at 
the time the second increases were to be- 
come effective. The court considered the 
premise to be without foundation. It was 
pointed out that the effective date of 
changed rates after suspension has refer- 
ence to a valid filing; it has no reference 
to the filing of an invalid change. 
Amerada Petroleum Corp. v Federal 
Power Commission, Nos. 6483, 6498, 
July 24, 1961. 
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Gas Rate Changes Not to Be Rejected for Filing 
During Investigation of Prior Changes 


eos federal appeals court for the Dis- 
trict of Columbia circuit affirmed the 
Federal Power Commission in accepting 
for filing, and suspending and directing 
hearings on, rate changes filed by United 
Gas Pipe Line Company while prior rate 
changes relating to the same gas, already 
put into effect, were still under commis- 
sion investigation. 

Willmut Gas and Oil Company, a local 
distributor, has for some years purchased 
gas from United at rates established ex 
parte by the pipeline and filed with the 
commission. A number of increases have 
been put into effect since 1955 subject to 
refund, after filing and suspension by the 
commission. The most recent increase 
complained of by Willmut was filed on 
February 11, 1960, which the commission 
accepted for filing. It was suspended and 
hearing ordered on March 10, 1960. 

Complaining of “increase upon in- 
crease,” Willmut sought review of the 
March 10th order. First, it was contended 
that the commission had no authority to 
permit United to file and put into effect 
rate increases superseding previously filed 
increases which were being investigated, 
and that the commission must either re- 
ject the most recent filing or accept it and 
disallow the previously filed increases. 
Second, it was urged that the commission 
abused its discretion in accepting the 
February 11th filing, and that it should 
have invoked its power under § 16 of the 
Natural Gas Act to maintain the status 
quo while investigating the prior rate in- 
creases. Third, Willmut claimed that the 
commission erred in not rejecting the 
latest filing on the ground that it was dis- 
criminatory on its face. 


No Discretion to Reject Filings 
Since United has established its rates 
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ex parte and not by contract, it can 
change its rates at will. Section 4(d) of 
the act, said the court, does not confer 
discretion upon the commission to reject 
rate increases; it requires that new sched- 
ules be filed when notice of a rate change 
is given. 

Section 4(e) of the gas act em- 
powers the commission to initiate a hear- 
ing to suspend changed rates, and to order 
refunds after hearing. The act does not 
contemplate refusal by the commission to 
file a tendered rate change, or rejection 
and disallowance of a new schedule with- 
out a hearing. The court rejected an argu- 
ment that the filing of new rates, which 
supersede earlier increases already under 
investigation, destroys the commission’s 
jurisdiction to continue its inquiry into 
the earlier filings. 

When the commission orders suspen- 
sion and hearing with respect to increased 
rates, its jurisdiction to investigate their 
lawfulness is not lost because of new in- 
creases being filed. The commission has 
authority to continue its investigation as 
to the lawfulness of the rates for the 
period from the date of filing until they 
were superseded by a later filing, and to 
order a refund of amounts found to have 
been unlawfully collected. 


No Power to Restrict Filings 


While § 16 confers broad power to 
carry out the provisions of the act, the 
court indicated that the section does not 
authorize the commission to restrict the 
right of a natural gas company to change 
its rates, subject only to the § 4(d) re- 
quirement of notice to the commission. 
The initial rate-making powers of com- 
panies remain undefined and unaffected 
by the Natural Gas Act. An order or 
regulation requiring rejection of in- 
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creased rates because of earlier undecided 
increases would amount to a legislative 
change beyond the commission’s author- 
ity, the court observed. It was held that 
the commission did not abuse its discre- 
tion in accepting the February 11th filing 
and in suspending the changes and direct- 
ing hearing on them. 

Finally, on Willmut’s third point, the 
court said the commission was not given 


authority to reject the filing in this case 
on any ground that may have appeared 
on its face. The commission’s only statu- 
tory authority is to enter upon a hearing 
concerning the lawfulness of rates, to 
suspend them, and, after full hearing, to 
make such orders as would be proper in a 
proceeding under § 5(a). Willmut Gas & 
Oil Co. v Federal Power Commission, 
No. 15,775, July 20, 1961. 


Reliance on Secretary’s Report Does Not Sustain 
Burden of Proof for Gas Rate Increase 


R= failure to sustain its burden of 
proof, the Ohio commission denied 
Dayton Power and Light Company a gas 
rate increase in the city of Greenville and 
environs. The company rested its case en- 
tirely on the commission secretary’s re- 
port of the investigation conducted by the 
commission staff. 


Depreciation Sampling Defective 


The secretary’s report was found fatal- 
ly defective when it appeared to the com- 
mission, upon examining the staff, that 
the evidence as to depreciation wholly 
failed in that the sampling of inspection 
sites for determination of the condition 
of mains and services, which constitute 
50 per cent of the rate base, was not 
checked to establish that it was a random 
sample and representative of the condition 
of all the mains and services. The testi- 
mony revealed that the inspection sites 
were chosen by the company by a method 
unknown to the engineering staff. Al- 
though the company was in a position to 
establish the validity of the samples, if 
they were valid, it offered no witnesses 
for this purpose. It presented only rate 
of return and rate structure testimony. 


Burden of Proof Unchanged 
The burden of proving that existing 


rates were unreasonable, as a basis for 
higher rates, was on the company. This 
obtained notwithstanding that the com- 
mission had directed its staff to make an 
independent investigation. The company 
was entitled to rely on the secretary’s 
report, as it did, together with any other 
evidence necessary to prove the inade- 
quacy of existing rates. But in any event 
the conclusions of the secretary’s report 
are conclusions of the staff only and do 
not bind the commission. Nor is the bur- 
den of proof on the applicant company 
lessened by its acquiescence in the con- 
clusions of the secretary’s report. If the 
evidence is weak or inadequately sup- 
ported, the company rests its case at its 
peril. 

Valid sampling, said the commission, is 
necessary to a determination of deprecia- 
tion, which, in turn, is necessary to a de- 
termination of the rate base (reconstruc- 
tion cost new less depreciation), and the 
rate base is the only available testing 
medium for determining whether present 
rates are inadequate to yield a sufficient 
return. Therefore, since the validity of 
the sampling was not shown, the company 
failed to sustain its burden of proof. The 
application for a rate increase was dis- 
missed. 

While Commissioner Krueger, concur- 
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ring, also was in favor of dismissing the 
application, he thought it would serve the 
public interest to order the dismissal sub- 
ject to the company submitting additional 
evidence regarding the representative 
sampling. Substantial costs in this pro- 


ceeding, he pointed out, have been in. 
curred by the company, the city of Green- 
ville, and the commission, all of which 
may be assumed ultimately by the rate 
payers. Re Dayton Power & Light Co, 
No. 28,636, August 11, 1961. 


Gas Pipeline Expansion to Florida Certificated and 
Producers’ Prices Allowed Subject to Refund 


| mpi by two natural gas pipe- 
line companies and fifty-three inde- 


pendent producers, relating to an expan- 
sion of natural gas service in Florida, 
were granted generally by the Federal 
Power Commission. Coastal Transmission 
Corporation and Houston Texas Gas and 
Oil Corporation operate a joint pipeline 
system extending from the south Texas 
Gulf coast of Florida. Coastal, which has 
been Houston’s sole source of supply, op- 
erates the portion of the line from the 
Texas and Louisiana sources of supply to 
Baton Rouge. There it connects with 
Houston’s line which extends to the 
Miami area. 


Coastal requested authority to con- 
struct facilities, costing about $7,275,000, 
which will increase its maximum daily 
capacity by nearly 100,000 Mcf to a total 
of 371,000 Mcf per day. Coastal sought 
permission to sell the additional volumes 
to the Houston company. Coastal will also 
purchase some gas for direct delivery to 
Houston. 

Houston’s proposed new facilities will 
increase its maximum day design by 93,- 
000 Mcf to a total of 371,000 Mcf. The 
cost was estimated at $16,126,000. It will 
sell the additional gas to existing custom- 
ers, initiate service to new resale custom- 
ers and to new direct sale customers, and 
serve one existing direct sale customer at 
a new location. Several interveners sought 
allocations of gas for municipal distribu- 
tion systems. 


SEPTEMBER 28, 1961 


Direct Sales Attacked 


Intervening fuel oil interests opposed 
the pipelines’ applications. This opposition 
apparently was grounded on the compe- 
tition and loss of business which are likely 
to arise as a result of expanded natural 
gas service in Florida. The commission 
did not believe the limited competitive 
effects warranted denial of the applica- 
tions. 

Fuel Oil contended that Houston’s pro- 
posed direct interruptible sales will not 
bear their full share of the cost of service. 
It was contended further that they are 
unduly preferential, prejudicial, and dis- 
criminatory and, therefore, violative of § 
4(b) of the Natural Gas Act, 15 USCA 
§ 717C(b), as well as the unfair trade 
practices and antitrust laws. The commis- 
sion found no merit in these allegations. 
Furthermore, the commission disclaimed 
authority to determine whether the sales 
constitute violations of the fair trade 
practices and antitrust laws. However, the 
public policy of these laws was considered 
by the commission in this proceeding. It 
was found that the sales in question will 
result in an overbalancing public benefit. 


No Problem As to Boiler Fuel Use 


Fuel Oil excepted to Houston’s pro- 
posed sale of gas to several cities for use 
as boiler fuel in generating plants. It ap- 
peared, however, that the company was 
not proposing to purchase additional gas 
to make the boiler fuel sales. It would 
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simply reallocate certain volumes of gas 
which are presently being sold for boiler 
fuel at lower prices to customers willing 
to pay higher rates in order to use the 
same gas for the same end use. Were this 
not the case, the commission indicated, 
serious problems concerning the effect of 
such sales on the public interest would no 
doubt arise. 


Minimum Debt Coverage Ratios 


The examiner had found that some 
projects proposed by interveners would 
not be economically feasible because of 
agreements to make franchise payments 
out of “surplus revenues” to the com- 
munities they would serve. Such pay- 
ments, treated as operating expense, 
would drive the debt service coverage 
ratio below the commission’s 1.5 mini- 
mum standard. However, the commission 
considered satisfactory an alternate pro- 
posal which would reduce the amount of 
“surplus revenues” available for distribu- 
tion to the municipalities and would re- 
sult in a debt service coverage of 1.5. 
Another distribution project showing a 
ratio of only 1.45 was not regarded as 
unfeasible. The 1.5 standard is not an 
absolute, and there were favorable factors 
in the case which offset the deficiency. 


Condition As to Distribution Area 


Miller Gas Company, another interven- 
ing distributor seeking a supply of gas, 
maintained that the examiner erred in not 
attaching a condition to Houston’s cer- 
tificate so as to require delimitation of the 
area within which the gas it will sell to 
City Gas Company of Florida can be re- 
sold. It appeared that the West Miami 
distribution system of City Gas has made 
some extensions into the area being served 
by Miller. There is no franchise au- 
thority for granting franchises outside of 
incorporated boundaries in Florida, and, 
consequently, any distributor can invade 


the service areas of another distributor 
in unincorporated territory. 

The commission held that Houston’s 
certificate should be so conditioned as to 
require Houston to execute a service 
agreement with City Gas which will de- 
limit the service area of southwest Miami 
and bar further encroachment by City 
Gas into Miller’s service area. The ab- 
sence of state or local franchise authority 
with respect to Miller’s proposed service 
area, said the commission, could jeopard- 
ize the economic feasibility of Miller’s 
project, a factor to be considered in this 
proceeding. Furthermore, an invasion of 
Miller’s service area by City Gas would 
result in the latter’s serving an area with- 
out showing economic feasibility. An ap- 
propriate delimiting condition attached to 
Houston’s certificate would protect the 
consuming public, the distributors, and 
the pipeline. 


No Refund Floors for Producers 


In granting the fifty-three producers’ 
applications, the commission permitted all 
except two of them to collect negotiated 
contract prices. All prices are subject to 
later proceedings in which reasonable 
initial rates will be determined. The ex- 
cepted two proposed contract prices 
slightly above the highest price then be- 
ing paid in the producing area. They were 
required to reduce their prices by the 
excess amount. The commission’s opinion 
indicated that it would be improper, on 
the basis of the evidence of record, to fix 
a “refund floor.” It appeared more ap- 
propriate to hold further proceedings 
upon the producer price issue. 

On this point two concurring commis- 
sioners, Kuykendall and Kline, took the 
position that a floor should be determined 
in the present proceeding. Producers, it 
was said, are entitled to some protection 
when they accept certificate authority, 
since they cannot abandon service once 
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they have begun to serve. Chairman 
Kuykendall warned that the project might 
not succeed without this reasonable pro- 


tection. Re Coastal Transmission C orp. 
et al. Docket Nos. G-18338, G-18615, G- 
18805 et al. August 9, 1961. 


Trending of Ad Valorem Taxes Disallowed 


eon San Diego Gas & Electric Com- 
pany was denied permission, by the 
California commission, to trend assess- 
ment ratios and tax rates for rate-making 
purposes. 

The state commission was reluctant 
to abandon its uniformly applied practice 
of using the latest known ad valorem tax 
rates and assessment ratios in developing 
the allowance. 


Dissenting Opinion 

Commissioners Fox. and Grover con- 
curred in the majority opinion, but dis- 
sented on the issue of trended ad valorem 
taxes. Commissioner Fox pointed out that 
ad valorem tax rates in the company’s 
service area had increased approximately 
20 cents to 25 cents a hundred each year 
for the past several years. The commis- 
sion would be equally justified to ignore 
trends in usage and adhere to the last 
known rate of usage, he said, as to ignore 
trends in tax rates. Were such a course 
followed, estimated revenues of the com- 
pany would be substantially less than 


those found to be reasonable by the com- 
mission. 

To ignore a definite trend in tax rates 
and assessment ratios, continued Com- 
missioner Fox, merely for the sake of ad- 
hering to a precedent made obsolete by 
fact, while continuing to trend usage, 
was inconsistent and highly unrealistic. 
Rates of return and estimated earnings 
mean little when revenues are overesti- 
mated and expense factors and under- 
stated. 


Wage Increase Included 


Although the commission adopted the 
year 1960 as the test period, it included 
a wage increase that had gone into effect 
March 1, 1961. Such action was reason- 
able, thought the commission, since rates 
were being fixed for the future. A return 
of 6.3 per cent on the original cost rate 
base was considered reasonable, and the 
company’s gas rates were increased ac- 
cordingly. Re San Diego Gas & E. Co. 
Decision No. 62446, Application No. 
42887, August 22, 1961. 





Other Recent Rulings 


Radio Laboratories, Inc. v United States 
et al. 289 F2d 458. 


Ten-year Delay. The U. S. court of 
appeals held that the Federal Communi- 
cations Commission’s delay of almost ten 
years in acting on an application for a 
station on a class 1-A radio frequency 
was not unreasonable where ‘‘piecemeal’’ 
consideration of requests for individual 
locations might have prejudiced the ulti- 
mate allocation and defeat of the clear 
channel frequencies program. Harvey 
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Detailed Comparison Unnecessary. 


The U. S. court of appeals held that the 
FCC is required to make a detailed com- 
parison of individual programs only in 
cases where significant differences in en- 
tire fields of programing appear, when 
passing upon two mutually exclusive ap- 
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plications for a television station con- 
struction permit. Great Lakes Broadcast- 
ing Co. v Federal Communications Com- 
mission, 289 F2d 754. 


Studio Rule Waived. The U. S. court 
of appeals held that the FCC’s waiving 
of a rule requiring the studio to be in the 
principal city to be served when it granted 
a television station construction permit 
was not reversible error in the absence 
of public injury stemming therefrom. 
Brown Telecasters, Inc. v Federal Com- 
munications Commission, 289 F2d 868. 


Parent Representation Prohibited. The 
U. S. court of appeals held that the FCC 
could properly prohibit television net- 
works from representing affiliated stations 
in the sale of non-network time. Metro- 
politan Television Co. et al. v Federal 
Communications Commission, 289 F2d 


874. 


Restraint of Trade. The U. S. district 
court held that a parent airline’s suppres- 
sion of a subsidiary’s attempt to extend 
its foreign service to a U. S. terminal 
constituted restraint of trade in violation 
of the Sherman Act. United States v Pan 
American World Airways, Inc. et al. 
193 F Supp 18. 


Matter of Right. The U. S. district 
court pointed out that it is a matter of 
right, not of grace by the railroads, that 
regions and shippers shall not be preju- 
diced or their competitors preferred in 
regard to rates, Stanislaus County et al. 
v United States et al. 193 F Supp 145. 


Reparation, Not Reasonableness. The 
U. S. district court held that it had no 
authority to review an ICC order relat- 
ing to applicable railroad rates for certain 
freight shipments where the shipper had 
elected to file its complaint with the com- 
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mission instead of with the court and the 
matter at issue was one of reparation, not 
reasonableness of rates. General Motors 
Corp. v United States, 193 F Supp 198. 


Test for Carrier Status. The U. S. dis- 
trict court held that the test for deter- 
mining whether the transportation of a 
manufacturer’s trailers by trucks, op- 
erated and owned by certain individuals, 
was private carriage or common or con- 
tract carriage was whether anyone other 
than the manufacturer had any right to 
control, direct, and dominate the trans- 
portation involved, and whether the 
owner-operators in substance engaged in 
the business of interstate or foreign trans- 
portation. Drum v United States, 193 F 
Supp 275. 


Remedy Still Available. The U. S. dis- 
trict court held that an ICC order denying 
an application for clarification of motor 
carrier authority without prejudicing the 
applicant’s right to seek modification of a 
“grandfather” certificate was not review- 
able where the commission had not is- 
sued a cease-and-desist order and an ad- 
ministrative remedy was still available. 
Consolidated Freightways Corp. of Dela- 
ware v United States, 193 F Supp 454. 


Certificate Construction. The U. S. dis- 
trict court held that a motor carrier cer- 
tificate authorizing the transportation of 
contractor’s machinery and equipment, 
heavy machinery, and commodities re- 
quiring use of special equipment did not 
authorize the transportation of petroleum 
products in tank trucks. Union Cartage 
Co. v United States et al. 193 F Supp 
645. 


Reparation for Unreasonable Rate. A 
federal district court ruled that a shipper 
was not entitled to reparation for an un- 
reasonable intrastate rate imposed under 
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authority of the Interstate Commerce 
Commission, even though the commission 
subsequently reduced the rate on the 
ground that it was unreasonable. Winston 
Bros. Co. et al. v Umited States et al. 
193 F Supp 724. 


Interlocutory Suspension Order. A fed- 
eral district court held that an Interstate 
Commerce Commission order suspending 
a proposed motor carrier rate and insti- 
tuting an investigation was an interlocu- 
tory determination and not subject to 
judicial review. Consolidated Truck Serv- 
ice, Inc. v United States et al. 193 F Supp 
773. 


Other Plans Immaterial. The U. S. dis- 
trict court held that the fact that other 
reorganization plans might have served 
to effectuate compliance with an SEC 
order pursuant to the Holding Company 
Act was immaterial to approval of the 
plan advanced where the proposed action 


was an appropriate means of achieving 
the results required by the order. Re Val- 
ley Gas Co. et al. 193 F Supp 808. 


Construction of Certificates. Although 
orders of the commission are subject to 
construction by the courts, it is to the 
commission and not the courts that appli- 
cations for changes in the wording and 
meaning of certificates should be ad- 
dressed, the Alabama supreme court de- 
clared. Alabama Pub. Service Commission 
et al. v AAA Motor Lines, Inc. 131 So 
2d 172. 


Dismissal on Jurisdictional Grounds. 
The Arizona supreme court held that the 
fact that an intervener objected to the 
court’s jurisdiction, in an action to set 
aside a commission order granting a cer- 
tificate, was of no import where a statute 


made it mandatory to dismiss an action 
at any time lack of jurisdiction over the 
subject matter appears. Jenny et al. y 
Arizona Express, Inc. 362 F2d 664. 


Reparations to Subdivision Developer, 
The Indiana appellate court held that a 
water company had properly calculated 
the amount owed to a subdivision devel- 
oper under a contract requiring refund 
of the difference between the estimated 
total revenue from new customers for a 
number of years, less the cost of service 
connections and meters, by determining 
that the minimum monthly charge would 
be the revenue received from each user 
where the average monthly consumption 
of the users was less than the amount 
available under the minimum charge. Jn- 
diana Gas & Water Co., Inc. v Williams, 
175 NE2d 31. 


Agency Station Discontinuance. The 
Louisiana supreme court held that a rail- 
road was entitled to discontinue an agency 
station where the evidence showed that 
public convenience and necessity did not 
require that the agency be maintained, 
the revenue of the station compared with 
its expenses was small, the proximity of 
the station to other agency stations was 
close, and the probability of the future 
development of the station in question 
was not imminent. Texas & N. O. R. Co. 
v Louisiana Pub. Service Commission et 


al. 130 So2d 398. 


Dismissal from Office. The Nebraska 
supreme court held that the director of 
aeronautics could be dismissed by the 
governor without cause and without no- 
tice, hearing, or opportunity for hearing 
where no term of office had been provided 
by the enabling statute. Nebraska ex rel. 
Beck v Obbink, 109 NW2d 288. 
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looking back over the special is- 

of Pustic Urinities Fort- 
HTLY which was published a year 
b, contemporaneously with the 
erican Gas Association Conven- 
1 then held in Atlantic City, it is 
arent that many of the gas com- 
y executives were especially at- 
ted to the opportunities which they 
‘ahead for their respective com- 
ies and the industry as a whole. 
is year, as the Association gathers 
its 43rd annual convention in 
llas, Texas, we note that an even 
ger number of gas utility execu- 
s have responded to our editorial 
itation to contribute their indi- 





























ual views and suggestions about 
problems and opportunities which 
front the industry and the various 
asures ind methods for meeting 
same, 
In glaring through these state- 
nts on’ is immediately impressed 
the great variety and diversifica- 
of in rests. Whereas one utility 
ecutive ‘resses the importance of 
ergrovd storage facilities to 
Ave pea demands, still another is 
cerne’ with new and different 
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prog:..m, the American Natural 
8 Com; ay system has increased its 
S supplies more than 330 million 





IAL PROGRESS 


as Service Meets the 
halle 1ge of Today 


before in its long history has the 


utility in ‘ustry been confronted with such a 
ety of pr olems which must be taken care of 
eeting i:. public service obligation not only 
Kfactorily ior present-day requirements but to 
be necess:ry growth for fulfilling the oppor- 
ties of to aorrow. 





Courtesy, Gas Inc. 


AIR WALLS FOR GAS PAVILION 


Building with walls of air is shown in this view of the designer's scale model of 

















the gas industry pavilion planned for New York's 1964-65 World's Fair. The $6 
million exhibit will include a 200-seat restaurant (overlooking pool) using air as the 


construction material for three of its four walls. Streams of air moving from floor 


to ceiling will protect diners from wind, rain and insects. 


markets created by such developments 
as urban renewal and even rural pipe- 
line promotion. 

The element of competition with 
the electric industry emerges more 
and more aggressively especially in 
the field of space heating and air con- 
ditioning. 

New and improved construction 
methods, including the use of recently 
developed materials, engages the prin- 
cipal attention of one company where- 
as another is concerned with regula- 
tory restrictions, even at the federal 
legislative level such as pending bills 
to limit successive rate increase fil- 
ings pending FPC determination of 
an earlier filing. 

Appliance merchandising, always a 
hardy perennial in any discussions 
among gas utility executives, vies for 
attention with the recurrent emphasis 
on rate increases and the public rela- 
tions factors created by necessary 
service limitations in some areas. 

If one were to try to strike a com- 
mon denominator, it would probably 
be the element of dynamic growth 
which runs like a bright thread 
through almost all of the company 


Detroit, Michigan 
Rateu T. McELvenny, President 


ING a record expansion cubic feet per day for the 1961-62 


heating season. 
The system consists principally of 
two distributing companies, Michigan 
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executive statements which follow. 
Some companies have seen literally 
dozens of new communities locating 
along its lines. Others have seen 
change in the nature and quality of its 
service from seasonal to industrial 
and year-round residential demand. 
We note also with great interest the 
element of forward looking planning 
in the area of new installations, as 
seen by the fact that some of our gas 
company officials are not content with 
minimum requirements but are ag- 
gressively urging ample installation 
of facilities for a “quality service” 
—one which will insure a maximum 
amount of consumer acceptance, satis- 
faction and enjoyment. 

Altogether, these statements add 
up to an impressive collection of 
thoughtful reflections from a highly 
qualified and competent source. They 
clearly indicate that these conscien- 
tious “public service servants” are 
constantly aware of their responsibil- 
ity to the consumer, to the investor 
and to the overall public interest in 
meeting the challenge of today and 
tomorrow. 


American Natural Gas Company 


Consolidated Gas Company and Mil- 
waukee Gas Light Company which 
serve approximately 1,150,000 cus- 
tomers in Michigan and Wisconsin, 
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and two large interstate pipeline sub- 
sidiaries, Michigan Wisconsin Pipe 
Line Company and American Louisi- 
ana Pipe Line Company. 

During the past year, Michigan 
Wisconsin Pipe Line Company in- 
stalled additional facilities at a cost 
of $74 million for the purchase and 
delivery of new gas supplies from 
three sources: an additional 100 mil- 
lion cubic feet per day from the La- 
verne field in northwestern Oklahoma, 
158 million cubic feet per day of 
Canadian gas from Midwestern Gas 
Transmission Company in central 
Wisconsin, and 75 million cubic feet 
per day from Northern Natural Gas 
Company near Janesville, Wisconsin. 

With the development of vast un- 
der ground storage fields as needed, 
we now are able on an economic basis 
to meet a daily peak of more than 
2.3 billion cubic feet. 

Currently we have underground 
storage fields in operation which have 
a working storage capacity of approx- 
imately 118 billion cubic feet. In addi- 
tion, we have fields as yet undevel- 
oped with a capacity of about 45 bil- 
lion cubic feet. Beyond this, we have 
acquired extensive storage rights in 
oil producing reservoirs which can be 
developed in the future as storage 


fields to increase greatly our storage 
capacity. 

Our second pipeline, American 
Louisiana’ Pipe Line Company, also 
has been engaged in a major expan- 
sion program since making its initial 
deliveries in 1956 from the Gulf 
Coast producing area. Recently the 
company constructed facilities to re- 
ceive a new supply of 50 million cubic 
feet a day from reserves of more 
than 400 billion cubic feet in the 
Krotz Springs field, in St. Landry 
Parish, Louisiana. 

Our valuable diversity of gas sup- 
ply enhances continuity of operation 
and puts us in excellent position to 
acquire additional reserves as the need 
arises. 

For many years our oldest supplier 
of natural gas, Panhandle Eastern 
Pipe Line Company, has been seek- 
ing first to reduce and later to aband- 
on its deliveries of 127 million cubic 
feet of gas per day to Michigan Con- 
solidated Gas Company. The lower 
cost Panhandle gas is an important 


‘part of our program to meet the 


steadily increasing needs of our mar- 
kets and we are vigorously seeking to 
prevent the loss of this valuable sup- 
ply. Hearings in the matter are now 


proceeding before the Fe: 
Commission. 

Indicative of the ex: 
mand for natural gas, th, 
space heating custome: 
our distributing subsidi 
from 119,000 early in 
than 800,000 at the sta: 
rent heating season. 

Gas for industry is al: 
mand. Within the next 
expect to more than dot 
sales in our Michigan 1 
with a substantial incre: 
waukee area. 

Efficient, attractive 
priced gas appliances 
ready market with th 
major new uses for ¢ 
conditioning and elect: 
fields are most promisi: 

To serve the soaring 
system has increased its 
the last decade from 1 
more than a billion culyi 
and its gross plant accoun 
million to $880 million. !1 that pe 
revenues have grown from $75 
lion to $235 million, while net e 
ings have increased from $7 mi 
to $30 million. 

We expect our progress to conti 
apace. 


Arizona Public Service Company 


ey largest portion of gas sales 
of Arizona Public Service Com- 
pany is made in the Phoenix metro- 
politan area, where the average year- 
ly degree day deficiencies are only 
1,431. In addition, the total average 
degree day deficiencies occur during 
the period from the middle of Oc- 
tober to the middle of May. 

Prior to the advent of gas air con- 
ditioning and any substantial use of 
gas for irrigation pumping, the aver- 
age summer send out was only 30 per 
cent of the peak. We feel that in spite 
of a considerable amount of money 
spent by gas appliance manufacturers 
on the research and development of 
base load year-round gas appliances 
that there must be a rather substantial 
breakthrough in the number and 
variety of such appliances before any 
substantial gains can be made in use 
per residential customer. 

There are, however, two areas in 
which the company can show measur- 
able improvement in filling the sum- 
mer valley. These are in the fields of 
gas air conditioning and the use of 
gas irrigation pumping. In the first, 
we are finding major success with the 
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Phoenix, Arizona 
WALTER T. Luckinc, President 


commercial and industrial customers. 
The appliances currently available for 
residential gas air conditioning are 
not only still suffering the inherent 
difficulties generally associated with 
product development, but are rela- 
tively expensive. There are a number 
of companies promoting the use of 
gas engines for gas irrigation pump- 
ing, but we believe that we were one 
of the first to provide the engines for 
this purpose. Our program is scarcely 
out of the experimental stage, but in- 
dications are that it stands a good 
chance of success. 

A feature was recently added to 
our residential house-heating pricing 
system which at least partially levels 
the effect of variations of weather 
from year to year. This feature, 
which we call a weather adjuster, 
varies the incremental heating rate 
for residential gas in relation to the 
number of degree day deficiencies— 
the incremental rate rising as the de- 
gree day deficiencies go down and 
conversely decreasing as the number 
of degree day deficiencies go up. 

Aggressive selling on the part of 
company salesmen has been respon- 


sible for increased acceptance of 

dryers and gaslights and torches 
the past year. Electric clothes dry 
have always been substantially ah 
of gas units in numbers sold. For 
ample, in 1960, the dealers in Ma 
copa county (Arizona’s most pop 
county) sold 764 electric and 0 
133 gas dryers during the first 

months. In the twelve months si 
then, Public Service has had two § 
dryer campaigns with the result t 
during the first five months of 1! 
the same dealers have scld 44) 
dryers and 294 electric. Similar § 
dryer promotions are p/anned 

1962. 

We expect to add between 3! 
and 4,000 gaslights and torches t 
year to the existing 10,0!) now 
our lines. Popularity of ‘' 
and torches in the residet 
has led to their increased 
in the commercial market 

While not “viewing w 
we feel that unless, and 
“base load tools” are incr 
number, and packaged | 
gains will be relatively m 

(Continued on page 34) 
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The hot stuff’s hotter 


peratures, flexibility of operation, and sure-fire 
heat patterning—all at less cost. 


Minneapolis-land — it's gas-conditioned. 


9 shows how Metallurgical, Inc., gas- 


s the atmosphere in which metal parts 


treated; thus preventing build-up of 
ts surface. Gas, as always, contributes 
1eSs. 


‘ical, Inc., has the world’s most modern 
- for heat-treating in the jet age (the 
e of the few in the U.S. equipped for 
Nike, Polaris, and other missile parts). 


inger started his business on a $300 shoe- 
w it grow into the biggest of its kind in 
Gas produces precisely controlled tem- 


Annealing, hardening, forging, 
brazing, tempering, stress re- 
lieving, carburizing, face hard- 
ening—these are some of the 
jobs that gas does for Metal- 
lurgical, Inc. as well as other 
firms in the Greater Minneapolis 
area. 


Come to Greater Minneapolis— 
opportunities are hot. go first- | Minnegasco 
class eee with gas MINNEAPOLIS GAS COMPANY 


8th and Marquette « Southdale 
Robbinsdale 


advertises to attract business to Greater Minneapolis, tells Minneapolitans, as well as 


world, about the beauties of our area. 





PRIMARY emphasis at Arkansas 

Louisiana Gas Company has 
been on increasing the utilization of 
natural gas, particularly for air con- 
ditioning and other year-round ap- 
plications. 

Studies have shown that, largely 
because of our aggressive efforts to 
promote year-round uses of gas, con- 
sumption per residential customer 
during the summer months last year 
averaged over 25 per cent above the 
average usage for the same months 
in the previous six years. Overall 
annual gas consumption per home 
user has advanced more than 14 per 
cent in the last decade, despite a 50 
per cent rise since 1956 in the total 
number of Arkla Gas customers to 
the present 380,000 (including some 
80.900 added in last year’s merger 
with Consolidated Gas Utilities Corp., 
now our Oklahoma-Kansas __Divi- 
sion). 

All this has been due largely to a 
stepped-up program, initiated in 1957, 
to promote the sale of gas air con- 
ditioning, gas lights, gas-operated 
signs, gas ranges, water heaters and 
other appliances—with the overall 
aim of flattening out the annual send- 
out curve, which rises sharply during 
our relatively short heating season. 
This has been carried on with a 
tightly-knit sales organization, back- 
stopped by a company-wide “every- 
employee-a-salesman” program and a 
balanced advertising program. 

Aided by employee bonuses for 
buying prospects, competitive team 
contests and other incentives, our Gas 
Air Conditioning Sales Department 
has succeeded in getting some 30,000 
tons of gas cooling installed on our 
lines, most of it in the last four years. 
Total gas light sales now stand at 





*TERM-X COUPLINGS 


The ideal extension 
fitting for gas 
distribution systems 
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Pipe Fabricating & Supply 
Company 


9703 S. Norwalk Bivd. RA 3-9901 


Santa Fe Springs, Cal, 





GAS SERVICE MEETS THE CHALLENGE OF TODAY AND TOMORROW 


Arkansas Louisiana Gas Company 


Shreveport, Louisiana 


W. R. STEPHENS, Chairman of the Board and President 





about 60,000—approximately one for 
every six meters. 

Another valuable sales aid has been 
our home promotion program, in 
which we offer co-operative advertis- 
ing and promotional help to builders 
who utilize year-round gas air con- 
ditioning, ranges and other gas equip- 
ment in their homes. In addition, 
Arkla Gas carries on an extensive 
co-op program with some 800 gas 
appliance dealers for the promotion 
of free-standing ranges, gas clothes 
dryers and similar appliances pri- 
marily for the existing home market. 
This includes a financing plan where- 
by customers may purchase appli- 
ances from the dealers and make 
time-payments with their monthly gas 
bills. 

One sales campaign has proved the 
effectiveness of the “every-employee- 


_a-Salesman” technique. This last Au- 


gust, all 3,000 of the employees of 
the company and its subsidiaries lo- 
cated on our system participated in 
“Gas Sales and Information Day.” 
Each called on at least ten persons 
during the one day to inform them of 
the many advantages of gas service 
and to sell them gas lights and other 
appliances. The results were gratify- 
ing: Over 3,500 gas lights were sold, 
along with hundreds of gas ranges, 
air conditioners, etc. 

Last year, in two campaigns which 
combind the selling efforts of our 
employees and co-operating dealers, 
over 8,000 gas dryers were sold in a 
matter of a few weeks. In Witchita, 
Kansas, Little Rock, and other com- 
munities, Arkla’s “Gas Sales Cara- 
van” combined door-to-door selling 
and carnival-style showmanship to 
promote our service and products. 
This included a circus-style tent in a 
prominent downtown location con- 
taining an attention-getting display of 
gas appliances, with gaily-dressed em- 
ployee-salesmen, music and _ other 
bally-hoo to sell them. 

A fast-growing new load-builder is 
the Arkla “Gasign,” which we began 
promoting to our commercial custom- 
ers about mid-1960 as an attractive 
and unique outdoor advertising medi- 
um. Most of the 900 Gasigns now 
installed on our system were sold 
through a  lease-rental agreement 
whereby the customer originally pays 
only a nominal installation charge and 
the monthly gas bill. An extremely 
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promising new applianc: 
way gas dishwasher, wh 
to promote starting soo1 
cent move in the field 







1OVE 1 Increagim 2 
gas utilization was esta! lishmentamee .” 
a new division of Ark’: Indus ( 





Inc., to produce and se! 
driven electric powei 
equipment. A new shx 
and luxury motor hotel j 
have become prime exa 
advantages of gas-power «| “pack 
utility plants in whicl 








gas is 










energy source for all ele: ‘rical poy 
cooling and heating, extevior light; 
cooking, water heating ai! other p 
poses. There are nun rous of 
smaller gas-operated electric poy 
generation installations «n our ¢ 








tem, and others are in process. T 
is a highly promising source of gre 
er gas load which will grow rapif 
with more engineering experience a 
new equipment developmients. 

Two other activities which ha 
received our attention have been ¢ 
pansion of our system to serve mq 
residential, commercial and indust 
customers, and a continuing effort 
build gas reserves both through p 
chasing and an extensive drilling p 
gram. In the last two years, we h 
built gas transmission lines aggreg 
ing about 220 miles in Arkansas, pl 
many additional miles of distributi 
and gathering facilities through 
the system. At present we have co 
tracts with some 1,250 producers 
over 100 gas fields, including a lon 
term agreement with a large oil co 
pany for all gas produced in t 
prolific west Arkansas area. P 
grammed for this year is anoth 
record gas and oil production a 
exploration program. 

All in all, we see nothing but tl 
brightest of futures for natural g 
as a fuel. As both a retailer ot % 
and as the parent company of Ark 
Air Conditioning Co., a producer ( 
gas air conditioning, gas ‘ights, & 
signs and other gas equipment, | 
can view the matter of 
building from both sides of ' 
And in this dual role, we | 
preciate the problems of u' lity me 
chandising and, as a mat 
feel better qualified to | 
them. We humbly invite th 
dustry to permit us the oj 
of doing so. 

(Continued on page »6) 







































































hy BUSINESS 
IS BETTER 
ON LONG ISLAND 


plant Ss ethan space in modern Industrial 
Parks, open land for ground-up building is here and 
available. Air freight facilities and the Port of New 
York are on the doorstep. 


people —2,000,000 people live and work on 
Long Island—4th largest market in the nation. Skilled 
and unskilled labor stays put! 


ee 
| 





powWwer—plentiful, low-cost gas and electric power 
is available for all industrial needs. Expansion plans 
give an assured power potential for area development. 


Long Island is Plant-Site Perfect 


For information about choice Nassau and Suffolk County 

plant sites—and our part in area growth, write: Industrial 

Development Division, Sales Department, 250 Old «<sILEO 
Country Road, Mineola, L.I., N.Y. Inquiries are confi- “& 

dential, of course. 


LONG ISLAND LIGHTING COMPANY 


An Investor-Owned, Taxpaying Company 





GAS SERVICE MEETS THE CHALLENGE OF TODAY AND TOMORROW 


ESPITE severe competition, Bos- 
D ton Gas Company continues to 
make substantial sales and annual 
load gains, both of which set new 
records for our company last year. 
Our primary source of growth con- 
tinues to come from house heating. 
We are also making good progress 
in putting gas to work on a wide 
variety of industrial and commercial 
fuel requirements and _ anticipate 
good growth in our building heating 
business. 

The summer of 1960 marked the 
completion of an expansion program 
started in 1953 to change over our 
central district from manufactured 
to natural gas. This extensive project 
was very successful and our entire 
distribution system throughout our 
three districts is now operating on 
natural gas. We also boosted system 
capacity last year by adding a new 
loop at the extreme southern end of 
our territory and a large main con- 


Central 


ENTRAL Hvupson is planning and 
C working to meet effectively the 
challenges and problems it faces as a 
northeastern natural gas distribution 
utility serving small cities and semi- 
rural areas. 

Outstanding among these chal- 
lenges is the question of the availabil- 
ity of adequate natural gas supplies 
at stable and competitive prices to 
meet increasing househeating require- 
ments and winter peaks. For example, 
we are now looking forward to mak- 
ing use of pipeliner-owned storage 
fields in the western part of New 
York state inasmuch as there are no 
known storage fields in or adjacent 
to our franchise territory. Use of 
pipeliner-owned storage facilities in 
the summers, even though located 
some distance from our service area, 
would help assure adequate supplies 
and would reduce contract demand 
requirements during the winter 
months, thus contributing to a lower- 
ing of the demand component in our 
average gas cost. 

Another step taken to meet peak 
loads has been the modification of our 
peak-shaving plant to use “H-Oil,” 
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Boston Gas Company 
Boston, Massachusetts 


E. H. Eacxer, President 


nection to our central district. We 
have added five oil gas sets for our 
standby and peak shaving needs and 
a new telemetering system at our 
Everett plant and are nearing com- 
pletion of a new “take” station at 
Wellesley to serve our distribution 
system. 

In July of this year we received 
approval from the Massachusetts De- 
partment of Public Utilities to serve 
the towns of Harvard, Carlisle, Shir- 
ley and Boxborough located on the 
fringe of our west district. These 
are basically rural communities and 
are the four remaining towns con- 
tiguous to our franchise territory 
without utility gas service. These ter- 
ritories constitute the first extension 
to our company’s franchise territory 
since 1930. The initial response to 
our sales campaign in these communi- 
ties has been excellent and has ex- 
ceeded our expectations. We are 
confident that a recently completed 


interstate highway pa 
the area will draw indu 
dential development t 
which will provide pro: 
for gas in the years a! 
of these towns extends 
territory from 407 ¢ 
miles and the number o0 
by our company from 
The challenge ahea 
be to keep costs fr 
sales. We also have ; 
relocation work ahead 
city of Boston moves 
plans for redevelopm: 
renewal in the city’s co 
The geological fori 
area still makes the d 
underground storage 
probable but with the :vailabili 
winter service gas from: our pi 
supplier and our added peak shj 
and standby facilities, we are 
taining our ability to supply a 
pated load growth. ; 


and 
area, 


Hudson Gas & Electric Corporation 


Poughkeepsie, New York 


LELAN F. SILttn, Jr., President 


rather than diesel oil, for the produc- 
tion of a high-Btu oil gas more com- 
patible with natural gas than that 
produced with any other fuel pre- 
viously used. This change has in- 
creased capacity of our plant and 
reduced plant operation costs because 
it minimizes scrubbing and the quan- 
tity of residuals. 

We introduced an interruptible gas 
rate for industrial customers in 1958 
and, as of now, sales to these cus- 
tomers represent ten per cent of all 
our gas sales. We are confident that 
the industrial growth of the Mid- 
Hudson valley will result in further 
expansion of both firm and _ inter- 
ruptible gas sales in the future. This 
expanding industrial market and the 
partial conversion of one of the elec- 
tric generating units at our Danskam- 
mer Point steam station to use natural 
gas as boiler fuel have been important 
factors in making economical use of 
off-peak gas. 

We believe that continued success 
of our gas business is tied to the sale 
of natural gas for househeating. We 
are proud to note that for several 
years gas has been chosen for house- 


heating for 90 to 95 per cent d 
new homes built where natural g 
available in our service area. B 
are also alert to another chalk 
common to most gas _ utilities 
challenge of a growing popul 
that is developing new commu 
rather than increasing the densif 
established urban centers. The 
census results indicate that we 
re-evaluate our sales and main a 
sion policies in the light of 
changing market. 

We feel that two long-range 
velopments are essential to re 
tion of the full potentials of the 
industry. First, the regu! tory 0 
must establish policies ai ee 
procedures so that distr: 
ties like Central Hudsor 
sured of adequate future 
at stabilized prices. Sec: 
ers, pipeliners, distribut 
pliance and equipment m 
must continue their effor 
stand each other’s problen 
their common interests, 
erate effectively to promcie the 
fare of the gas industry -saW 
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call it 


a 


hristmas 
Tree 
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... And St. Louisans are enjoying 
its benefits every day of the year. 
Well-head equipment like this 
“Christmas Tree” now is injecting 
natural Gas into Laclede’s second 
vast underground storage reservoir 
and development is continuing 
satisfactorily. 


Today, thanks to the continuing 
success of underground storage, 
65% of Laclede’s residential cus- 
tomers are heating their homes 
with Gas. The response to Gas 
air conditioning has exceeded all 
expectations. And almost every 
new home in Laclede’s service area 
is equipped with a Gas water 
heater. 


Non-residential consumption is on 
the upswing, too. Industrial ex- 
pansion and relocation is moving 
the growth of the St. Louis area 
ahead rapidly. Naturally, the de- 
mand for Gas has soared. Laclede, 
by expanding its storage facilities 
and increasing its supply of pipe- 
line Gas, is working to meet the 
mounting demand for Gas. 


As the new St. Louis moves ahead, 
the “Christmas Tree” might well 
be a sign of that future. 


Laclede 


Gas 


COMPANY 


ST. LOUIS 1, MISSOURI 





GAS SERVICE MEETS THE CHALLENGE OF TODAY AND TOMORROW 


HATTANOOGA GAs CoMPANY, like 
* many other natural gas distribu- 
tors, went through the post World 
War II housing boom under restric- 
tions not to add new heating custom- 
ers because of the shortage of coke 
oven gas. When natural gas finally 
became available in 1950, the company 
was from the start in a fiercely com- 
petitive situation because of the rapid 
growth of electric house heating, 
something new and different and at 
that time peculiar to this area, the 
heart of the Tennessee Valley Au- 
thority. 

The acceptance of natural gas ex- 
ceeded even our own expectations as 
our sales volume gained 144 per cent 
in four short years and has continued 
to increase until it is now 227 per 
cent greater than a short ten years 
ago. 

Extensive highway relocation proj- 
ects through the heart of the city, in 
addition to an “Urban Renewal”’ pro- 


Chattanooga Gas Company 
Chattanooga Tennessee, 
S. V. O’Lentc, President 


gram have provided us with a cus- 
tomer displacement approaching ten 
per cent. The extensive costs of these 
programs have been absorbed by the 
company as a part of its ordinary 
construction program. No contribu- 
tions are made by the government 
agencies involved as is true in some 
states. 

Our construction expenditures con- 
tinue to range between $300 and 
$500,000 each year as we expand our 
system to serve the new suburban 
shopping centers and housing de- 
velopments which are making the ex- 
pansion of Chattanooga. 

We are presently installing a re- 
frigerated propane storage plant 
which will be the most modern of its 
size in the nation, 

Gas air conditioning is playing a 
very significant part in our expansion. 
Its development by Arkla and its sup- 
port by the gas industry provided us 
with a means of competing most 


favorably in the quality 


market and we have ca 
on having a fine produ: 
dise. We are confident 
gas products and new 
now being developed 
improve our competitiy 
will open new areas fo 
Competition is cause 
cern in our particular 
because of the high « 
gas at the city gate and 
lag experienced by the i 
past few years. An ex 


is the rate increase w: 


bond from December 
May 1957 (superseded 
rate). A final decision 
down by the Federal 
mission and refunds n 
1961, but no correspon 
duction will be forthco 


least two subsequent ra 


be adjudicated. 





ARKANSAS LOUISIANA GAS C( 


and wholly owned subsidiaries 


Arkla Industries Inc., divisions: 


Arkla Air Conditioning Co. 
Reynolds Gas Regulator Co. 


Arkla Meters 
Razorback Boats 


Ingersoll Co. 
Arkla Village 


Arkansas Cement Corporation 

Arkansas Industrial Pipeline Corporation 
Arkansas Louisiana Chemical Corporation 
Arkansas Louisiana Finance Corporation 


The Hickory Company 
Pitts & Bryant Co., Inc. 


new 


‘italized 


to me 
hat thd 
uses 0 
ill not 
positio 
gas sale 
l great 


rea, but 


t of n 
e regul 
lustry j 
nple of 
paid 

54 th 
by ah 
was hi 


‘ower ( 


de in | 
ing ratg 


ning ung 


te Cases 


LITTLE ROCK, ARKANSAS & SHREVEPORT, LOUISIANA 
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A properly designed rate structure can help offset 
Cl the effects of inflation and the need for frequent 
rate increases. 

Commonwealth rate consultants draw on experi- 
ence in many similar cases to help your staff pre- 
pare the best rate program for your special needs, 
including: 

Rate structure development. 

Cost of service analyses. 

load research programs. 

Industry information and practices. 

Rate administration programs. 

Expert testimony. 

Research and analysis of economic, commercial 
and engineering developments affecting rates. 
Studies involving rate base and rate of return. 


O mmonwealth 


Manage: nt Consultants Professional Engineers 


C UE New York,N. Y. Jackson, Michigan 


“4 
ay 


-Houston, Texas Washington,D. C. a] 


CINCINNATI... a city of stability and vitality 


Ahead of schedule: 
this $300,000,000 


new look in the city 


closest to America 
a, 


Look down. South toward the Airport. East. 
West. Out toward the spreading suburbs to 
the North. Everywhere you see concrete 
evidence of the Cincinnati Industrial Area's 
vigorous answer to the challenge of the 
‘60's. 

You see traffic already streaming over broad 
new expressways that keep growing mile 
by mile. You see vast acres adjacent to 
downtown Cincinnati now cleared of slums, 
ready for planned new apartments, office 
buildings and plants. You see what more 
than a quarter of a billion dollars in federal 
and local funds are doing to give Cincinnati 
the newest look in America by 1962. 


You see evidence that private capital has 
been busy, too. In the past 10 years, over 
fifteen billion dollars have been poured into 
a 1,000-mile stretch of the Ohio River valley 
by new and expanding industries. And over 
$571,000,000 of it has gone into capital in- 
vestments in the Greater Cincinnati Indus- 
trial Area. 


Among the Area's powerful attractions has 
always been adequate power. The Cincin- 
nati Gas & Electric Company has invested 
$300,000,000 in the past 10 years to keep 
ahead of the Area’s expanding gas and 
electric needs. These needs are expected 
to double again in the next 10 years. The 
company will be ready. 


The Cincinnati Gas 
& Electric Company 
The Union Light, Heat and Power Company 


Serving homes and industry in the Greater Cincinnati Area with an adequate 


and dependable supply of gas and electricity 














PROCEEDINGS 


OF 


cece §1960 CONVENTION 
AT LAS VEGAS, NEVADA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities of a Public 
Utilities Commissioner"; "Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; “Outlook for Railroad Consolidations and Mergers"; and 
"Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 

Class A & B—128 pages 

Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 

Accounts for utilities having annual water operating revenues of $50,000 or more but 

less than $250,000 3.50 
Class D—64 pages 

Accounts for utilities having annual water operating revenues of less than $50,000 .. 2.00 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 : 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .. 


1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 


1957—Telephone Separations Manual (Revised October, 1957) 


Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Metheds of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1960—Report of Committee on Depreciation 





(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. Box 684 Washington 4, D. C. 
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e Cincinnati Gas & Electric Company 


Cincinnati, Ohio 
Mivon J. Preirrer, Vice President 


ye futue success of a gas distributing company 
such as “he Cincinnati Gas & Electric Company 
be deter iined to a great extent by its ability to 
down pc k day natural gas requirements and build 
nual ses volume. To this end, Cincinnati Gas 
within ‘'e next few weeks, place in operation its 
450 mi‘ ion cubic feet per day peak shaving plant 
ied fro | a propane storage cavern. This plant, 
his sin. lar to one completed two years ago, will 
g the co; pany’s total peak shaving capacity to 136 
on cubic feet per day. These two peak shaving 
ts are scnewhat unusual in that each is supplied 
propane from a seven million gallon mined cavern 
feet underground, and the gas produced is delivered 
{ly into natural gas supply lines operating at a 
sure of 200 pounds per square inch. 
ooking to the future, Cincinnati Gas is continuing 
earch for a geological structure that might be used 
n aquifer for still further increasing peak shaving 
city. Supplementing these measures for holding 
n peak day natural gas demand, Cincinnati Gas has 
) successfully promoting the sale of interruptible 
The method used in securing this business makes 
of a knowledge of the applications for interruptible 
and the operations and fuel needs of each major 
istrial plant combined with a gas rate schedule de- 
ed to secure and hold the business. These measures 
t proved helpful in securing a substantial volume of 
tuptible business, occasionally in the face of what 
ht appear to be insurmountable competition. 
he company’s efforts to secure interruptible busi- 
have paid off in the steel, paper, soap and chemical 
stries, to mention just a few. Interruptible busi- 
Shas contributed substantially to the company’s 
e objective, which is to hold down the peak day 
ral gas demands and build up the annual sales vol- 
In further pursuit of the latter objective, the 
pany has a promotional program directed to the 
ing of industrial firm load and all kinds of sum- 
load, including of course, air conditioning. Still 
her fro: in the company’s drive to build annual 
svolume is in the field of system expansion to meet 
immedi: and future demands of its potential mar- 
area, ' tors contributing to this demand are the 
ving nur er of shopping centers in suburban areas, 
migrati:. of commercial and industrial establish- 
ls to ou ying areas, and the construction and im- 
ement «. highways. 

Carry: = out these programs to increase annual 
S volun and limit peak. day natural gas demand, 
f believe’ that the company is pursuing a course 
ection th it will serve the best interests of its cus- 
ets and is shareholders. 
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KANKAKEE 


Why are more and more industries 
choosing Northern Illinois for new 
plant locations? 


The answer is clear and simple: 


Ample gas supplies are now avail- 
able to all forms of industry, for 
both space heating and processing. 


If you are considering a new plant 
site, it will pay you to investigate the 
many advantages of this area. 

We’ ll be pleased to assist you in 
locating. Write: Harold J. Roth, 
Manager, Industrial Development, 
Northern Illinois Gas Company, 
615 Eastern Avenue, Bellwood, III. 


Service NORTHERN 
around the clock ILLINOIS 
NSAS 





The Columbia Gas System, Inc. 


New York, New York 


GEORGE S. YouNG, Chairman of the Board 


HE natural gas industry and the 

Columbia Gas System have ex- 
perienced a period of great and rapid 
growth since 1945 and we anticipate 
that this growth will continue. We 
look forward to the future with con- 
fidence. 

Columbia management is planning 
to meet this anticipated growth 
through acquisition of new gas sup- 
plies and construction of new facili- 
ties. 

We are devoting a great deal of 
effort to meeting the competition of 
other forms of energy particularly 
that of the electric utility industry. 
We are also working constantly to 
increase operating efficiency through- 
out the system so that the price at 
which we sell gas service will remain 
attractive and competitive in relation 
to these other forms of energy. 

Of greatest concern to us at this 
time, however, are some federal legis- 
lative proposals which must be de- 
feated, if we are to render the gas 


SEALS AND EMBOSSES 
IN ONE EASY OPERATION 
... ALSO CUTS WIRES! 


GIBSON 
METER SEALER 


Pocket-sized (51%4”), lightweight 
(9 oz.) time-saver has unusually 


powerful leverage. Nickel- 
polished fine quality steel, guar- 
anteed to give exceptional service. 
Model 2F, complete with flat 
faced dies. (Send company $650 
initials and code no.) 


Stamped “$1.00 Reward if 
Returned to (Company name)” 
. 75¢ additional. 


Write for complete literature, other 
models, and price list with discounts. 








A.C. GIBSON CO., INC. 
70 OAK ST. BUFFALO 5, N.Y. 


service which will be expected of us. 


Perhaps the greatest danger lies 
in Section 3 of Senate Bill 666 and 
Section 103 (c) of the House of Rep- 
resentatives Bill 7575. These sections 
are the same in each Bill. This section 
prohibits a natural gas company’s 
rate increase from becoming effective 
as long as a prior rate increase al- 
ready in effect has not been acted 
upon finally by the Federal Power 
Commission. The Federal Power 
Commission may, in accordance with 
the language of this section, find that 
such a subsequent rate increase is 
necessary in the public interest and 
permit it to go into effect under bond. 
However, under the provisions of the 
present Natural Gas Act, such rate 
increase goes into effect automatically 
after five months’ suspension. 


In my opinion, enactment of this 
legislation, even with the proviso that 
the Federal Power Commission may 
find the subsequent increase neces- 
sary, would increase regulatory delay 
and also would impair the industry’s 
ability to meet future demands, in- 
cluding possible national emergency 
situations. It would deny natural gas 
companies the right to recoup higher 
costs under bond as promptly as it 
now is possible to do. For lack of 
credit, natural gas companies might 


not be able to expand | acilities 
new supplies of gas, or meet th 
mands of the consumi:ig: pubj 
healthy growing industry could 
nate almost overnight. 
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industry in developing 
lieve to be sound and p: 
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shorten the delays befor 
Power Commission. ‘| 
mendations are conti: 
American Gas Assoc: 
titled, “Report of the 
mittee of Executives o 
Affairs.” We believe ti 
only constructive way 
problem—by eliminatin; 
for delay—rather than by pun 
action against the indusiry suc 
that in the aforementione:! legis! 
I wish to emphasize that enact 
of this legislation would, in my 
ion, increase regulatory delay. 

We should continue to work 
the regulatory bodies and try to 
tain a better common understan 
of the basic problems and thus 
support for the Americai Gas : 
ciation’s recommendations to the 
that regulatory delay will be + 
mized. If this can be accompli 
then we can indeed look to the fu 
with confidence. 
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Consolidated Edison Company of New York, Inc. 


New York, 


New York 


Cuarves E. Este, President 


W: have experienced satisfactory 
growth in our residential heat- 
ing which includes many small apart- 
ment houses and better than 98 per 
cent of new private homes. We will 
continue our efforts to develop this 
load and will also concentrate on 
securing industrial heating business 
with its higher load factor. 

We are still haunted, however, by 
the spectre of continually rising gas 
prices. The city gate cost of gas this 
summer is 60 per cent higher than it 
was ten years ago. Other raw energy 
prices are about the same as they 
were in 1951. As a result, gas has lost 
its distinction as the lowest cost ener- 
gy source. In fact, it is now the high- 
est priced. 


The steady upward trend in nat 
gas costs has naturally intensified 
efforts to find or develop an econd 
form of peak shaving. ‘The last 
our old converted water gas sets 
scheduled for retirement ‘his wi 
and they will have to be replaced 
a more satisfactory form of | 
shaving. The absence o' favor 
located conventional — wndergr 
storage near the New York m 
politan area has turned o'r attel 
to liquefying methane as «n alte 
tive. We are studying thr econo 


ese reg 


PANSIO 
Compan 
hues in 
al grov’ 
H the p 
ies of 1 
e additi 
any to 
mers |i 
hat at 
g cust: 
nd of tl 
he COMP: 
sof a 
961, co 
ago, W! 
than : 
ng cust 


tal gas 
ing 16 p 
ompany 
with c¢ 
ification: 
ement bi 


October 


lone in | 
of the t 
cent satt 


that m 
erve hav 
of he: 
eclate 1! 
je are, t 
ll the ; 
our cus 
ay once 
theme 
1 CAN 
¢ with 
subhe 
ence an 
se, enl: 
t it to 


of liquefying and storing sumigx 


valley gas as a means «/ relic 
the pipelines of the mc t ext 
winter peaks caused by th: reside 
heating loads. 


PUBLIC UTILITIES FORTNIGHTLY—SEPT MBER %. 





includ 
on and 
S were 

all ca 
MBER 28, 


A. 


f Consumers Power 
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1 after a year of sub- 
in 1960 which fol- 
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il supplies enabled the 
| 60,000 space heating 
year, and indications 
st 45,000 more space 
ers will be added by 
year. 
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‘1 ch in turn was 29,000 
July 31, 1959. Space 
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with continuing growth in all 

y. [fications promising further im- 

work qgement by the end of the year. 
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October and November of this 
ear the greater portion of our 
tising will be directed toward 
romotion of gas heat. This will 
one in spite of the fact that in 
of the towns we have a 95 to 97 
cent saturation. 
fe have just passed through a 
bd of increasing gas rates and 
dant publicity. In addition, we 
‘that more than half the families 
erve have never known any other 
of hea: and, therefore, do not 
eciate ifs advantages. 
e are, therefore, going to try to 
ll the «vantage of gas heat so 
mers who already have 
gain appreciate it. The 
‘ll be a five-word slogan, 
* BEAT GAS HEAT. 
his will be an explana- 
subhe i, “for comfort, con- 
qmence an economy.” We will, of 
se, enli -e upon this theme and 
» medium. 
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GAS SERVICE MEETS THE CHALLENGE OF TODAY AND TOMORROW 


Consumers Power Company 
Jackson, Michigan 


H. AyMonp, Jr., Chairman of the Board 


A gas rate increase approved by 
the Michigan Public Service Commis- 
sion in May of 1961 failed to equal 
earlier increases in the cost of gas 
to the company, and we have ap- 
pealed to the Circuit Court of Ingham 
county, Michigan. Although inade- 
quate, the revised rates will con- 
tribute toward improvement in the 
earnings of the company. 

The large new gas supplies come 
to us through a contract with Trunk- 
line Gas Company, which began de- 
liveries in 1960 at the rate of 100 
million cubic feet a day. Contracts 
provide for gradual increases year by 
year, subject to Federal Power Com- 
mission approval, to 200 million cubic 
feet per day in 1964. Panhandle 
Eastern Pipe Line Company supplies 
the bulk of our gas through our sub- 
sidiary, Michigan Gas Storage Com- 
pany. 

Comparatively small amounts of 
gas from Michigan fields in several 


parts of the state round out the sup- 
ply. The company produces gas from 
its Salem field in the western part of 
the state and its Northville field in 
the eastern part of the state. A recent 
agreement with Panhandle provides 
for delivery of gas during the colder 
months from fields in southeastern 
Michigan. The company likewise re- 
ceives a supply of Michigan gas from 
fields south and west of Jackson, 
Consumers headquarters city. 


Consumers supplies natural gas to 
customers in 30 Michigan counties, 
all in the Lower Peninsula. Com- 
munities served include Jackson, 
Saginaw, Bay City, Flint, Lansing, 
Pontiac, Royal Oak and other Detroit 
suburbs, Kalamazoo and many small- 
er cities and villages. About half of 
our gas customers are in the suburban 
area around Detroit where demand 
for gas for house heating and indus- 
trial purposes has grown rapidly in 
recent years. 


Dayton Power and Light Company 


Dayton, Ohio 
James M. Stuart, President 


have approved rates which are higher 
than those generally in effect in order 
to offset the unusually high invest- 
ment per customer in these communi- 
ties. In many cases after the gas 
mains have been installed, housing 


developments followed which helped 
to offset the high investment. 

Studies are being made in a num- 
ber of additional communities to de- 
termine the economic feasibility of 
extending gas service. 
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Delaware Power & Light Company 


INCE the introduction into our sys- 
tem of natural gas in the latter 
part of 1954, our gas business has in- 
creased very substantially. During the 
period 1954-1960 gas sales have in- 
creased 21.2 per cent; sales to resi- 


dential customers are up 132 per cent; 
and sales to industrial customers in 
all classes of this service are about 
11 times the 1954 sales. Residential 
space heating customers increased 
more than 245 per cent with over 35 
per cent of all residential customers 
now using gas for total space heating. 

We have approximated 100 per 
cent load factor by the sale of inter- 
ruptible gas in our area on terms 
profitable to industrial customers and 
the company. 

During this same period our con- 
struction expenditures for additions 
to gas facilities amounted to over $9 
million and our service area was ex- 
panded by 22 per cent through ex- 
tensions of our mains. 


Wilmington, Delaware 
F. P. Hyer, Chairman of the Board 


If this past is prelude to the future, 
and all estimates indicate continued 
economic growth in our service area, 
Delaware Power & Light Company is 
on the threshold of the greatest 
growth in the history of our gas 
business. Based upon these estimates, 
we are presently spending close to 
$3 million on new, additional facilities 
in 1961 and plan to spend over $2 
million more in 1962. 

To more fully protect the continu- 
ity and security of gas service to our 
customers, we propose to construct 
a million cubic foot per hour propane- 
air gas plant at estimated cost of 
$750,000. This plant will be tied-in 
with the man-made underground 
cavern of the Sun Oil Company of 
Marcus Hook, Pennsylvania, and 
connected to our gas transmission 
system at Claymont, Delaware. 

Following a practice of many years, 
our sales promotion personnel and 
local appliance dealers co-ordinately 
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operations. The cumulative information in the 
an accurate gauge for management to help <'c 
effect of inflationary and other pressures on 
and provide the basis for adjustment to mait 
able return on a sound capital structure. 

The “One-Step” method of rate bill frequ 
not only provides faster, more accurate report 
compilation is lower than if produced by y«: 
Besides, the complete job is done at R & S's da | 
center and does not involve your personnel. I’ v 
to investigate “One-Step” for your company. 
NEW YORK 13, N.Y. © WOrth 6-2700 U-8 for full information without obligation. 
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re redevelopment. Most 
lity and political subdi- 
tern Pennsylvania also 
improvement plans. 
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rehabilitation. 
o keep pace with this 
community awakening, 
at over $100 million on 
vements since 1950. The 
-¢ improvements—a $6,- 


000, 68.05-mile pipeline connect- 
storage facilities in West Virginia 


the service area of The Gas Serv- 
ce Company we have approxi- 
ly 99 per cent saturation of gas 
e and water heating and more 


70 pei 
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cent saturation of gas 
spite of intensive promo- 


al activities of the electric indus- 
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maintaining our position 


he heating market, and our posi- 
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unt them in the future. 

advertisements which 


er or directly state the 


safety of electric con- 
ances as compared to the 
ling appliances. As any 
nan knows, underwriter 
nong other sources of 
completely refute such 


al merchandising activi- 
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ing co-operative efforts 
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GAS SERVICE MEETS 


Equitable Gas Company 
Pittsburgh, Pennsylvania 
D. B. Beecuer, President 


Today and Tomorrow 


directly to the western Pennsylvania 
storage and distribution system—will 
be completed in 1962. This new line 
not only will increase our peak load 
capacity, but also will open vast sales 
possibilities of high load factor busi- 
ness, especially in heavy industry. 
Further expansion of our facilities, 
of course, will be geared to estimates 
of our future markets. 

The feasibility of using natural gas 
in open hearth operations of the steel 
industry has been proven in Pitts- 
burgh. Now, Equitable and steel com- 
pany engineers are studying the use 
of natural gas in blast furnaces. Ex- 
cellent prospects exist for the sale of 
large quantities for this purpose. 

Our residential and commercial 
(especially school) heating markets 


The Gas Service Company 
Kansas City, Missouri 
R. M. Power, President 


in the winter, etc. Recently we have 
instituted a major campaign devoted 
to gas lights wherein purchases may 
be made at a reduced price. Payment 
may be made by adding $1 per month 
to the gas bill, with no down payment 
and with no carrying charge. 

Our installed tonnage of gas air 
conditioning continues a_ steady 
growth, although no major break- 
through in the air conditioning mar- 
ket is evident at this date. We have 
been heartily encouraged by recent 
price reductions announced by manu- 
facturers of air conditioning and re- 
frigerator equipment. These reduc- 
tions are being passed on to new 
purchasers of such equipment. 

This company is engaged only in 
the distribution of natural gas as a 
public utility, purchasing some 97 per 
cent of its requirements from a single 
supplier. This supplier—a pioneer in 
the development of underground gas 
storage reservoirs—presently has in 
operation eight storage fields proxi- 
mate to our major marketing areas. 
We, therefore, are in the fortunate 
position of being able to look to our 
supplier for providing peak shaving 
natural gas in substantial quantity. 

Normal customer growth in our es- 
tablished service area will bring our 


THE CHALLENGE OF TODAY AND TOMORROW 


are being solicited by coal, oil, and 
electric competition. One of our big 
jobs is the retention of this load. 
Many other exciting potential sales 
possibilities, as well as challenging 
competitive problems, require aggres- 
sive sales efforts. 

Every gas appliance has its electric 
counterpart. Maintaining and increas- 
ing our range, dryer, and water 
heater business is a challenging task 
as is the sale of high load factor ap- 
plications and summer uses such as 
refrigeration, air conditioning, out- 
door lighting, and incineration. 

Many sales, promotion, advertising, 
and merchandising programs are be- 
ing conducted in 1961 and will be 
continued vigorously in 1962. 


number of customers to over 600,000 
this year as compared to 565,000 in 
mid-1959, Customer additions to ex- 
isting facilities are averaging from 
10,000 to 12,000 per year. Additional- 
ly, within the confines of our geo- 
graphic area we frequently survey the 
feasibility of installing feeder and 
distribution facilities to additional 
cities and communities. During 1961 
we will invest some $2 million for 
such facilities which will add some 
5,000 new gas customers. 
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GAS SERVICE MEETS THE CHALLENGE OF TODAY AND TOMORROW 


Ream Gas CoMPANY is a small 
gas utility serving approximate- 
ly 29,000 customers in forty commun- 
ities in three states. This in itself 
makes the problems for running a 
company, such as ours, somewhat 
unique. 

Our general offices are located in 
Denver, and the servicing areas are 
split into six districts—three in Colo- 
rado, two in Kansas and one in Min- 
nesota. Each manager has full re- 
sponsibility for his own district. He 
must follow the broad, basic policies 
set for the company, but refers only 
those of an unusual nature to the 
higher management levels. 

Our problems in developing and 
building additional gas loads are gen- 
erally the same as every gas utility. 


Greeley Gas Company 
Denver, Colorado 


LEE E. ScHLEssMAN, Vice President 


We have for the past two years con- 
centrated on trying to equalize our 
load, and consequently have promoted 
gas air conditioning. This has been a 
great challenge to our company, and 
we have spent many dollars and 
worked very diligently on trying to 
acquaint our customers with the ad- 
vantages of living with filtered air 
handled by gas air conditioning. We 
have had employee meetings explain- 
ing to them the advantage of having 
an all-weather year-around condi- 
tioned home. We have accelerated our 
advertising program to cover this pro- 
motion, and find that each year our 
job is somewhat easier and that our 
customer acceptance has been im- 
proved. 


We have also promo: 
erators, gas lights an 
tion, but not to the lai 
we have promoted gas 
ing. We have also be 
crease our industrial 
has proved to be gener ‘ly s 
our company. We ha 
through industrial com: 
communities, and throu 
pation of our mana 
manager in community 
affords them the oppo: 
mote gas sales by en 
creating new markets f«, 
of the new industries. 

The future for ow: 
brightest it has ever 
is certainly a challeng: 
dustry and to our com: 





Towa-Illinois Gas and Electric Company 










Ls psa 1961 natural gas service 
is being extended to areas adja- 
cent to the principal cities served by 
Towa-Illinois Gas and Electric Com- 
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Davenport, Lowa 
CHARLES H. Wuitmore, President 


pany and to 12 small “satellite” towns 
near these cities. Extension of gas 
service to new areas has followed the 
availability of sufficient natural gas 
capacity in 1960 to meet all current 
requirements of our franchised areas. 
Previously, restrictions had been in 
effect on serving large commercial 
space-heating loads. 

In addition to providing the con- 
venience of modern gas service to 
residential and commercial customers 
in the new areas, many of whom are 
also electric customers of the com- 
pany, the possibility of attracting new 
industry is enhanced. Area develop- 
ment activities of the company are 
carried out in co-operation with civic 
groups in the communities served. 

In the company’s largest service 
area, commonly called the Quad City 
Area, Iowa-Illinois is carrying a lead- 
ing part in developing a “metropoli- 
tan area” approach to promotion of 
industrial expansion. Industrial and 
other community leaders are formu- 
lating plans to combine their promo- 
tional efforts as a single group repre- 
senting the several cities and towns 
in Scott county, Iowa, and Rock Is- 
land county, Illinois, that make up a 
complex with a population of over 
270,000. A common effort to promote 
the industrial growth of the area is 
expected to be more advantageous 
than the fragmentary efforts of the 
separate communities in the past. 

During the twelve months ended 
July 1961, we added 6,291 residential 


and 755 commercial space-hej 
customers. Ninety per cent of 
company’s residential customers 
use gas for space heating. During 
first seven months of 1961, indu 
gas sales increased by 4 per cent 
interruptible boiler and_ process 
sales by 8 per cent over the co 
ponding period in 1960, despite 
general business recession during 
early part of the period. 
Census figures for 1960 show 
our service areas had an average 
ulation growth of 18 per cent 
last decade. This compares wit 
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per cent for the nation, 5 per cent 


Iowa and 16 per cent for Illinois 
per cent if the Chicago metropo 
area is excluded). We look for 
tinued growth in gas sales as p 
migrate from farms to urban 4 
and as industrial expansion t 
place in our service terri‘ories. 
A home appliance survey condu 
early this year indicates that 8) 
cent of urban customers in our ¢ 


and 97 per cent for we er hea 
Sixty-seven per cent of ‘he clof 
driers in our service a 
units. 

Continuing promotion of gas 
conditioning, despite a re «tively 
summer, will result in the in: 
of 75 small tonnage uni! 
compared with 31 in 19% 
tion, four commercial ul 
added 600 tons of gas air ¢ nditiom 
to our system. 
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Iowa Power and Light Company 


ary 2, 1961, issue of 
{ILITIES FORTNIGHTLY 
ory of Iowa Power's 
hise victory in Des 
‘tember 26, 1960. Des 
major market, and the 
electric and gas fran- 
not just as a legal basis 
| operate, but more than 
id foundation for pur- 

» barking upon the com- 
‘a of service. 


ver, 1960, and January, 
ompany’s most recent 

cing program was consummated 
Messfully with the sale of addi- 
bl common shares and new first 
gage bonds aggregating $15 mil- 
Thus, the company’s capital 
ture was brought up to date for 
oses of inaugurating the new era. 


fhe top organization chart depicts 
agement’s thinking today. It 
dons the orthodox pyramid and 
oduces a wheel-type concept which 
ht be looked upon as a world in 
for just as a plain circle. In any 
t, at the core, or the hub, we find 
omer services which brings to- 
er all of the line functions repre- 
ing the responsibility for ade- 
te and reliable electric and gas 
ice, Around the periphery of this 
ewe find the other company func- 
s, including policy formation, ad- 
istration, technical services, treas- 
personnel _ services, 
a! services, and legal serv- 


services, 


step further, we took a 
system map and found 
parent that we had two 
gec -raphical areas now being 
e company: central Iowa, 
area around Des Moines; 
tern area, which takes in 
cant points throughout 
ywa. Des Moines is the 
for the central division, 
Bluffs is the headquar- 

© western division. In each 
hore are two primary re- 


Des Moines, Iowa 
A. Paut Tuompson, President 


sponsibilities: one involving custom- 
ers and public relations, and the other 
involving the company’s property and 
the supervision of crews. 

Effective January 1, the company 
discontinued the sale of appliances 
and announced a new sales program 
emphasizing electric and gas service. 
This was made possible by the ex- 
istence of approximately 400 dealers 
in our service area, and it seemed 
desirable to place first attention upon 
serving the customers. New service 
and idea centers blossomed in each 
location served by the company. 
These centers are the locus for work- 
ing with customers in planning for 
modern, convenient living. 

This past summer has been event- 


ful from the standpoint of adding 
22 new natural gas towns, which pro- 


Everything "sz 


oTOWS 


vided us with an opportunity to in- 
troduce an aggressive marketing pro- 
gram predicated upon the belief that 


‘anything less than full saturation in 


each of these new communities would 
be unsatisfactory. The emphasis is 
not just on selling, but on satisfying 
the customer. 


Now, after twelve rather arduous 
months, which we believe have been 
highly productive, Iowa Power has 
crossed the threshold into a new 
phase, and presently management is 
in the process of implementing the 
program with a carefully selected 
team, well-prepared from the stand- 
point of education and experience, 
and dedicated to the job of giving the 
customer true service. It is our firm 
belief that all else will take care of 
itself. 


GAS REVENUE 
INCREASES 
SINCE '47 


IOWA POWER 


AVERAGE 
350% 


in [OWA 


. including Iowa Power’s 
gas revenues—consistently 
ahead of industry averages. 
Iowa Power provides gas serv- 
ice to 14 counties—a balanced 
agricultural-industrial area. 
Write for Annual Report. 
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AND LIGHT COMPANY 


DES MOINES 3, IOWA 
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GAS SERVICE MEETS THE CHALLENGE OF TCDAY AND TOMORROW 


Iowa Public Service Company 


Sioux City, lowa 


E. M. Raun 


ie PuBLic SERVICE COMPANY has 
just completed a major expansion 
of its natural gas operations by intro- 
ducing natural gas service into 40 of 


‘our communities. Allocation of gas 


supply and the extension of pipeline 
service by our supplier, Northern 
Natural Gas Company, was finally 
approved in November 1960 after sev- 
eral years of negotiations and legal 
proceedings. More than 5,000 cus- 
tomers in these communities have al- 
ready applied for service. Approxi- 
mately 54 per cent of these will use 
gas for heating. Additional customers 
will be added as customer acceptance 
develops as a result of experience and 
sales promotion work. 

We are expanding our sales pro- 
motion program for year-round air 
conditioning with natural gas. Greater 
availability of equipment and addi- 
tional operating experience will in- 














. crease customer acceptance. Gas air 


conditioning for commercial and resi- 
dential applications can, we believe, be 
developed into a real load building 
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Kansas-Nebraska Natural Gas Company, Inc. 
Hastings, Nebraska 
S. D. WuiTeMAN, President 


HE Kansas-Nebraska Natural 

Gas Company has _ always 
stressed efficiency in its operations. 
In an effort to achieve an even more 
efficient year-round operation, the 
company embarked on a pilot under- 
ground gas storage program last year 
which has now become a full-scale 
project. An area of a depleted gas 
field is being used for this storage 
program. 

Additional emphasis during the 
summer of 1961 has been placed on 
the promotion and sale of year-round 
gas air conditioning in an effort to 
achieve a more uniform balance of 
load. Added selling personnel and 
greater impetus through promotion 
and advertising have achieved new 
heights of success in this regard. 

A pioneer project of “America’s 
Rural Pipe Line Company”—name- 
ly, natural gas as a fuel for farm 
irrigation pump engines—is continu- 
ing to pay off as another means of 
achieving a more uniform load bal- 
ance. Continuing additional loads of 
gas to the increasing alfalfa dehydra- 
tion mills in this great agricultural 





area during the summer months 
an added factor in leveling out 
peaks and valleys in production 4 
consumption. 

Kansas-Nebraska stresses the 
motion and sale of all types of 
appliances throughout the year. C 
paigns are conducted on specific 
pliances for particular periods 
time and results have been 
gratifying. K-N works closely 
with appliance dealers throughout 
service area in an effort to help th 
achieve a greater measure 
in the sale of all types oi 
ances. Ever mindful of our 
tion, we realize that the s: 
appliances is essential to the ¢ 
ing and increased use of our 
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Laclede Gas Company 
St. Louis, Missouri 
H. Rew Derrick, President 


Laclede’s Operations and Plans for the Future 


<pects to extend in the 
ie record of solid growth 
m which has character- 
pany’s operations since 
World War II. This 
s premised on the firm 
demand for gas in St. 
st. Louis county, and on 
‘lity to meet that demand 
reasing amount of avail- 
gas at a competitive 


’S construction expenses for 


far the 


fiscal year ending October 


ed to reach $14.4 million, 
largest amount spent by 


company on an annual basis for 


pur] JOS 


e. A significant amount 


this year’s expense went for ex- 
sions of the belt line of our distri- 
ion system, including a new line to 
ng in additional pipeline gas from 


ew supplier. 


Another large item of construction 
expense has been the continued de- 
velopment of Laclede’s very success- 
ful underground storage fields at 
Florissant, Missouri, only nine miles 
from downtown St. Louis, To date, 
the company has invested a total of 
$12.9 million in these storage facili- 
ties. A total of 14.1 billion cubic feet 
of gas has been stored underground, 
enough to provide a maximum 40 per 
cent increase to our daily supply of 
pipeline gas when needed during pe- 
riods of peak demand this coming 
winter. 

Laclede believes that a substantial 
unsatisfied market for natural gas 
continues to exist in the area of 
house heating and in the other major 
uses of gas. The company recently 
entered into extensive promotion of 
gas air conditioning, as a load bal- 
ancing factor, with favorable early 
results. 


One factor which I feel that greatly 
contributed to Laclede’s continuing 
progress and prosperity has been the 
concentrated effort within the com- 
pany to improve our facilities, in- 
crease the efficiency of our perform- 
ance and streamline our methods of 
doing business. Laclede was one of 
the first utilities in the United States 
to develop aquifer underground stor- 
age, a relatively inexpensive way of 
increasing peak-day gas supply. Im- 
provements in all areas of the com- 
pany are constantly giving us the 
reward of better service and have 
allowed Laclede, except in the area 
of purchased gas, to hold the line on 
rates. 

During the coming year and the 
years following, Laclede management 
will not cease to seek out and find 
better means with which to meet the 
growing St. Louis market. 








AMERICAN NATURAL GAS COMPANY 


(A NEW JERSEY CORPORATION) 


AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBUTION SYSTEM 
WiTH MORE THAN HALF A CENTURY OF SUCCESSFUL OPERATION—SERVING 
MCRE THAN 1,100,000 CUSTOMERS — CONTINUING ITS EXPANSION PROGRAM 


MICHIGAN CONSOLIDATED GAS COMPANY ° 
MICHIGAN WISCONSIN PIPE LINE COMPANY 


MILWAUKEE GAS LIGHT COMPANY 
¢ AMERICAN LOUISIANA PIPE LINE COMPANY 
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Louisville Gas and Electric Company 
































Some Comments on a Distributing Company's Gas Supply Problems 


® the seven-year period from 1953 
through 1960 our company’s an- 
nual volume of natural gas sales to 
ultimate consumers doubled from 20.4 
to 41.1 billion cubic feet. This seven- 
year gain in sales volume was equal 
to that attained during the entire pre- 
ceding 115 years since the initiation 
of Louisville gas service in 1838. A 
large part of this extraordinary re- 
cent growth was accounted for by 
widespread conversion to gas space 
heating of residential and commercial 
premises formerly heated with coal 
or other more expensive and less con- 
venient fuels. Inasmuch as a major 
part of such conversion to gas heat- 
ing within our service area is already 
fait accompli, as indicated by our 


present overall 80 per cent saturation - 


factor, we think it reasonable to ex- 
pect that future percentage increases 
in our total gas sales volume will 
taper off to a stable average on the 
order of 5 per cent a year. 

In the conduct and planning of our 
company’s gas operation we, of 
course, encounter a lot of problems 
which are common to most natural 
gas distribution systems. One of these 
is the big increase in our gas costs 
resulting from increases in wholesale 
rates applicable to our gas purchases. 
Since the end of 1951 we have been 
confronted with a succession of 18 
separate increases in the wholesale 
rates of our three natural gas sup- 
pliers. The rates of one of these sup- 
pliers have gone up eight times to a 
present level 108 per cent above 1951, 
those of a second, have gone up three 
times or 65 per cent, and those of 
our third and largest supplier have 
gone up seven times for a more 
modest total increase of only 44 per 
cent, with a resulting composite in- 
crease of 54 per cent in overall cost 
of our present volume of natural gas 
purchases by comparison with cor- 
responding cost computed at 1951 
purchase tariff levels. 

In addition to problems common 
to other gas distributing companies, 
we have had to face up to and work 
out solutions for some difficult special 
problems not ordinarily encountered 


by distribution systems of our size. 
For example, because we purchase 
our natural gas for our Louisville 
system from three separate natural 
gas suppliers we are obligated under 


Louisville, Kentucky 
G. R. Armstronc, President 


existing provisions of pipeline com- 
pany tariffs to guarantee year-round 
minimum monthly purchase equiv- 
alent to 66% per cent monthly load 
factor on,contracted maximum daily 
deliveries and to maintain our daily 
purchases as nearly as practicable at 
uniform hourly rates of flow. In ef- 
fect these minimum take or pay for 
provisions involve a minimum annual 
purchase commitment of approxi- 
mately $100,000 per million cubic 
feet of maximum daily contract de- 
mand. 

3earing in mind that our annual 
sales load factor is only about 35 per 
cent and that our customer sendout 
requirements during the past year 
varied from a summer holiday low of 
32 million cubic feet to a winter day 
high of 332 million cubic feet, subject 
to some pretty wide swings between 
minimum and maximum hourly send- 
outs, it’s easy to understand why we 
have had to resort to every available 
measure of surmounting our rigid 
purchase tariff restrictions and _bal- 
ancing our annual load and supply. 
Among the measure thus taken are 
the following: 

1. Through experimentation and 
development, starting with our Mul- 
draugh reservoir near Fort Knox, 
which was one of this country’s first 
storage projects, our underground 
storage has been successfully ex- 
panded into an adjoining area. In 
1958 we began experimental injection 
into our new Magnolia field located 
some 50 miles south of Louisville. 
Thus war we have invested over $6 
million on the successful development 
of this Magnolia project. In the de- 
velopment of storage projects our 
aim has been to achieve a high rate 
of daily deliverability by comparison 
with limited available top storage 
capacity so as to be in position to 
handle approximately 50 per cent of 
our system peak day requirements 
from storage. Since rate schedule 
provisions require that our purchases 
be maintained as nearly as possible 
at even hourly rates of flow, it fol- 
lows that substantial hourly swings 
in daily sendouts must be taken care 
of through storage with a resulting 
reduction in 24-hour storage deliver- 
ability. Such deliverability also slides 
off appreciably with heating season 
reduction of top storage inventory. 
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underground storage facilities is 
adequate to permit summer-mot 
utilization of all the gas required 
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per cent monthly load factor guarq 
tees of our purchase contracts, s 
excess is used as boiler fuel in 
electric generating stations. In 1 
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Despite the problems discus 
above, including a 54 per cent 
crease in purchase tariff rates s 
1951, our overall average rate 
total sales to ultimate consumers 
creased by only 17.6 per cent fn 
54.84 cents per Mef in 151 to 
cents per Mcf in 1960. ! uring t 
same period our averag¢ resident 
rate increased by 20.3 pei cent IN 
61.81 cents to 74.37 cent M 
In retrospect we think this ‘s 
good record. And, looking 
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of the 1vestor-owned gas utility 
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ing. Di: -ctly related to this is the 
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lenge \! nneapolis Gas Company 
meeting through improved op- 
ing and construction methods, de- 
ppment of off-peak load, research, 
ming and aggressive salesman- 
p. 

‘se of plastic service pipe and 
all diameter main has helped re- 
re construction costs. A more effi- 
nt method of internally sealing cast 
nmain is being experimentally em- 
wed by our street crews. Faster 
vice and more information for and 


wt customers will be available 


ken new high speed magnetic tapes 
added to our present data process- 
system. We hope to eliminate a 
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Minneapolis Gas Company 
Minneapolis, Minnesota 
GERALD T. MULLIN, President 


good deal of information presently 
recorded and filed manually. A great 
deal of space presently employed for 
filing will be saved, and in addition, 
we will have a more centralized and 
accurate recording system. 

Research is receiving more and 
more attention. Late this year con- 
struction of a research building will 
be completed. We have joined several 
other gas companies nationally in a 
co-operative project with Minnesota 
Mining and Manufacturing Company 
for the development of a thermo- 
electric powered home heating unit 
which will not need an outside power 
source and will furnish heat modu- 
lated to the heating requirements. The 
unit is expected to be ready for test 
operation this heating season. 

Retirement of our old gas manu- 
facturing plant and all holders has 
been completed and the plant’s stand- 
by capacity replaced by modern pro- 
pane facilities. Construction of a six- 
million gallon refrigerated propane 
storage tank which will be ready for 
operation this fall, has further 


strengthened our standby and at the 
same time dramatically reduced stor- 
age costs in comparison with conven- 
tional high pressure vessels the com- 
pany has been using. 

There has also been substantial 
increase during this calendar year of 
gas air conditioning for office build- 
ings and other major facilities such 
as the new international airport 
terminal (Wold Chamberlain). The 
experience we have gained in the last 
few years in house air conditioning, 
office buildings and otherwise has 
prepared us for greater advancement 
in this area. 

In addition, we are in the midst of 
our annual construction program. 
This includes mains and services to 
new customers as well as the usual 
replacement and rehabilitation. We 
will expand approximately $6 million 
in this company activity. We will add 
approximately 5,000 new residential 
customers plus a substantial number 
of firm commercial and industrial 
customers as well as_ interruptible 
customers in several classes that we 
now serve. 


Missouri Public Service Company 


issoukt Public Service Com- 
pany is an electric, gas, and 
iter utility serving in 28 counties in 
st-central and north-central Mis- 
ii, Total operating revenues for 
0 of $18,272,000 were derived 
per cent from electric sales, 27 
recent from retail gas sales and the 
ance from water sales. 
service territory is made 
of the northern system which is 
plied 1s; Panhandle Eastern Pipe 
ne Company and the Southern 
stem siipplied by Cities Service 
fs Company. Retail gas service is 
plied |» 25 communities with an 
gregate »opulation of about 93,000. 
Our g . revenues for 1961 are 
dgeted it $5,084,535, an increase 
nt over 1960. Ninety-eight 
f this increase will come 
iorth-central system, com- 
956. This part of our gas 
the greatest potential for 
‘t of new customers. Our 
stem has developed slower 
tally scheduled because of 
rtailment problems. Our 
lemand with Panhandle 
\as increased from 11 million 
to 15.5 million cubic feet 
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Kansas City, Missouri 

RicHARD C. GREEN, President 
in 1959, an increase of 41 per cent. 
If Panhandle Eastern’s expansion 
plans now pending with the Federal 
Power Commission are approved to 
increase the capacity of their facili- 
ties by ahout 400 million cubic feet, 
we anticipate that our contracted de- 
mand will be increased to about 21.5 
million cubic feet. This is the amount 
of gas required to adequately serve 
the market in our northern system. 

Some time ago Panhandle Eastern 
Pipe Line Company filed an applica- 
tion with the Federal Power Commis- 
sion requesting authority to allocate 
400 million cubic feet of additional 
capacity. Recently the Federal Power 
Commission granted a temporary cer- 
tificate to Trunkline Gas Company to 
perform certain construction work 
which would allow it to furnish Pan- 
handle Eastern Pipe Line Company 
with 100 million cubic feet of gas. 
At the same time the Federal Power 
Commission authorized Panhandle 
Eastern Pipe Line Company to allo- 
cate this 100 million cubic feet ac- 
cording to the Panhandle allocation 
plan, with the minor exception of 
reserving 8 million cubic feet for 
some small communities not included 


by Panhandle. The company expects 
to receive somewhat between 1.5 mil- 
lion and 2 million cubic feet of this 
initial allocation. The remaining ap- 
proximately 300 million cubic feet of 
capacity, which Panhandle Eastern 
Pipe Line Company and Trunkline 
Gas Company have requested author- 
ity to install, apparently will not be 
allocated until the present hearings 
are concluded. At that time we hope 
to receive the balance of the approxi- 
mately 6 million cubic feet which 
Panhandle shows us receiving under 
its overall allocation plan. There is 
a ready market for this gas and we 
expect this additional supply of 
natural gas to have a beneficial effect 
on our earnings. 

We have found it necessary to re- 
frain from accepting applications 
from gas customers in our northern 
system until additional gas supplies 
are made available. We have a sig- 
nificantly long waiting list and in a 
majority of cases it will only be neces- 
sary to install services to connect 
these new customers. If this additional 
gas is forthcoming, our northern sys- 
tem, after such gas is sold, will pro- 
duce a rate of return in line with our 
other properties for the first time. 
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MPORTATION of 11 billion cubic 

feet of additional Canadian natu- 
ral gas per year to assure our cus- 
tomers an ample supply of low-cost 
fuel for their present and future re- 
quirements is the No. 1 project of 
The Montana Power Company dur- 
ing the coming months. 

Associated with the importation of 
this gas, which is being purchased 
from Alberta & Southern Gas Com- 
pany, Ltd., is the construction of 
transmission lines and storage facili- 
ties to accommodate high-load factor 
deliveries into our system. A 60-mile, 
16-inch pipeline now is under con- 
struction from the Canadian border 
to Cut Bank, Montana, and additional 


The Montana Power Company 
Butte, Montana 
J. E. Corette, President & General Manager 


underground storage facilities are 
being developed. This construction 
will be completed this fall in time 
for the initial deliveries of A&S gas. 

Increased costs associated with 
this program have required us to apply 
to the Montana Public Service Com- 
mission for a general increase in natu- 
ral gas rates. Hearings have been held 
and the Commission is expected to 
hand down its decision later this fall. 

The problems faced by Montana 
Power in this program would seem to 
be comparable with those faced or to 
be faced in the near future by other 
utilities. The company has been sup- 
plying natural gas service in Montana 
for thirty years, and during this 


period, it has reduced ra 
found it necessary to i: 
only once before, in 1953. 
the thirty years, howey r 
tomers have been using 1 
low-cost gas which now 
placed at higher prices. 

A favorable decision 
pany’s pending natural 
could have beneficial re: 
eral thousand Montana ; 
now do not have gas sc: vice, If 
rates approved for the . mpany 
adequate, we plan to ex‘end na 
gas service to some te 
communities in northwes 
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Mountain Fuel Supply Company 


HIs year, the high mesas and 

deep rocky canyons of Utah’s 
inaccessible badlands are being 
awakened. The roar of the jackham- 
mer and scraping of the backhoe cut- 
ting trenches through forbidding rock 
signal the bringing of natural gas 
from Mountain Fuel Supply Com- 
pany’s new fields in the dry barren 
dinosaur lands of eastern Utah to 
the fertile Salt Lake Valley. 

Mountain Fuel is now entering its 
thirty-third year as a fully-integrated 
organization. Its problems span the 
whole range of operations in the gas 
industry irom exploration and pro- 
duction through transmission to dis- 
tribution. In retrospect, it seems that 
usually we were heavily engaged in 
only one of these four industry op- 
erations at a given time. But this year 
all four activities or operations—each 
under a separate department—are in 
high gear. 

The company’s Exploration Divi- 
sion is engaged in keen competition 
to discover and control gas reserves. 
Other companies have invaded the re- 
gion which we once considered as our 
own private backyard, and which in 
fact was largely left to us to explore 
and develop in our good time. But 
now, to keep ahead, we have had to 
employ more geologists (we now have 
12) and greatly increase our explora- 
tion activity. The management prob- 


Salt Lake City, Utah 
W. T. NIGHTINGALE, President 


lem created is that of a very substan- 
tial annual budget. 

In the past, our main source of gas 
supply has been from 20 gas fields 
located in southwestern Wyoming, 
northwestern Colorado and_north- 
eastern Utah. This supply has been 
transported to the company’s primary 
market area in Utah via company- 
owned transmission pipelines over a 
distance of about 200 miles. This year 
the company is developing another 
large gas supply—this in eastern 
Utah—which has necessitated the 
construction of a new pipeline and 
gathering system. This activity has 
added greatly to the responsibilities 
and work load of our producing and 
transmission divisions, both of which 
are headquartered at Rock Springs, 
Wyoming. 

Our new pipeline will open up a 
new gas-producing area in the Uintah 
Basin of eastern Utah. Six new gas 
fields will be connected to the pipe- 
line through a gathering system of 
various-sized pipe totaling 65 miles 
in length. The pipeline itself will be 
20 inches in diameter and 103 miles 
long, and is designed for 860 pounds 
operating pressure. It will connect 
with an existing pipeline 64 miles 
long, which extends into our main 
distribution area. 

The company’s Distribution Di- 
vision, like the other divisions, also 





is heavily engaged in new activ 
Along with handling the normal 4 
nual increase in customers, the 
vision this year is completing 
construction of approach lines 
street piping for ten new commu 
ties in northern Utah. By the end 
the year, the division will have ad 
about 350 miles of new mains 3 
service lines to the company syst 
along with 10,000 new customers. 
All told, 1961 has been a very bi 
construction year for Mountain F 
Supply Company. Like the rest 
the gas industry, we have been gro 
ing and are experiencing the pri 
lems that are occasioned by grow 
One problem that has always be 
with us is our extreme winter pe 
gas delivery days. Over 9% per cf 
of our customers use gas for ho 
heating which results in a heavy 
mand during the cold days of wint 
It also creates annual  oad-faci 
problems. We do a satisfac ‘ory lo 
factor job with a large . mount 
interruptible industrial sales and 
minor amount of undergr: ind sto 


age, which we hope to incre: se. Abo 4 


the only contrast we can offer } 
tween the seasonal heating proble 
of our company and that of t':e gas! 
dustry in general is that we ha 
long since become inured to it. 
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our chief interest is in 
ing the use of gas. It is 
ging to us here in the 
T.V.A. area to see gas 
ill over the country 

» the threat of electric 

. The electric industry, 
manufacturers, are 
rally millions of dollars 
ectric heat. Any product, 
ow expensive or how in- 
ality, will be bought by 
when that much effort 
Our smiles at this new 
f competition is not a 
isery loves company,” but 
fact that national interest 
tional effort. As long as 
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the problem was confined to Ten- 
nessee, we could not expect any 
national support in our fight for the 
heating load. Now we are very 
pleased to have the help of the Ameri- 
can Gas Association’s “Fresh Air 
Heating with Gas,” Saturday Evening 
Post ads and television ‘commercials. 

On the theory that “if we don’t 
get the heating load in a new house, 
we certainly won’t get the water heat- 
ing, cooking, refrigerating, or any 
other load,” the major part of our 
advertising budget goes into publi- 
cizing advantages of home heating 
with gas. We spend a great deal of 
time, effort and money with the home 
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builder in the promotion of Open 
Houses. We feel that a good deal of 
the credit for getting speculative 
homes is due to our promotional ef- 
forts for the builders. Time was when 
any builder could sell any house. 
Today, he has a real problem in sales, 
and théy are very much interested in 
our help‘in this field. 

Indications are that 1961 will 
prove to be an unusually good year 
in the use of gas for new homes in 
the area served by Nashville Gas 
Company. 

As must be true with most com- 
panies, our gas light sales have in- 
creased materially during the year. 


New Orleans Public Service Inc. 


lis year we inaugurated an 
yee Lead Campaign 
ward making every em- 
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iles activities, and intensi- 
h highlight Northern II- 
‘ompany’s operations this 


currently pioneering and 
mg with a new gas tur- 
tor energy system which 
- all the electricity, heat- 
‘ conditioning for two of 


y  aildings. Our new general 
ing, scheduled for comple- 


ectrical 


3, and another new build- 
completed in 1962, will 
of turbines, operating like 
and powered by natural 
turbines will drive genera- 
will produce high fre- 
current for the 
\ waste heat boiler will 


New Orleans, Louisiana 
GERALD L. Anprus, President 


point is worth five cents awarded in 
the form of certificates which can be 
exchanged for selected small appli- 
ances which we merchandise. The 
campaign will be repeated in 1962. 
As the Gas Post Lantern is one 
of two gas appliances retailed by our 
company, it is given extra attention 
as a continuing activity. Two resi- 
dential representatives are assigned 
full time to the field sale of Lanterns. 
All regular sales department field 


Aurora, Illinois 
MarvVIN CHANDLER, President 


produce all the heating and cooling. 

We feel the gas turbine-generator 
energy system will provide us with 
better lighting at lower cost than con- 
ventional means, and more efficient 
heating and cooling. Once the energy 
package is perfected, we believe it 
will provide us with a promising new 
gas market. We feel the gas turbine- 
generator is the best method of gen- 
erating competitive electrical power. 

We also have 10, 20 and 100 watt 
thermoelectric generators installed for 
NI-Gas’ main corrosion prevention 
program and for other testing. Last 
year we began daily reading of in- 
dustrial meters on a test basis by 
using telephone facilities to auto- 
matically transmit the reading. 
NI-Gas is continuing its “water wall” 
underground gas storage experiment. 
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representatives, in addition to their 
other duties, promote Lanterns. 

Our advertising and direct mail 
program of six newspaper ads and 
two direct mail pieces promoting gas 
post lanterns will be repeated or ex- 
panded in ’62. 

We feel that the cumulative effect 
of this promotion will begin to peak 
toward the end of this year, and that 
1962 will see record sales of gas lan- 
terns in our area, 


Northern Illinois Gas Company 


In other areas, NI-Gas is testing 
a new electronic data processing sys- 
tem for gas dispatching. Our cus- 
tomer service departments are being 


(Continued on page 54) 





Chattanooga Gas Company 


Chattanooga, Tennessee 
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converted to a faster, inore egiggpich, OVE 
IBM system. When our new gem et 
office building is completed, jt 


house a computer to help reduce rt, A 
counting costs, increase efficiencgmo’e 'S I 
operations and timelines. of jnfopmtions st 


tion, improve customer *<lations elopme! 
for other uses. By Crese 

A firm believer in © ‘ucation fy kankak 
at NI-Gas encourage «:uployeegmmr landov 


e obtain additional educat: 1 throyggmertificat’ 

tuition refund program x emplofamnois C 

attending college and w versity @peak d: 

ning courses. We have in exten ‘million 

company-sponsored and aught se 

of classes for employe . on op 

tion of the business, ba: > econo 

effective speaking and riting, a" to Sf 
> : other subjects. A new . iss this 
Mountain Fuel Supply Company continues to will be : non-technical introduc 
establish new highs in sales, earnings, and to data processing eq: pment. 


number of customers. The Company produces, ae ee ee ice 
es . | ing program and stepp:<l-up a j 
transports and distributes natural gas in Utah rotation program. Thi. year, 


and southwestern Wyoming, and now serves established a four-year scholarshig 


sate | Illinois Institute of Teclinology, 
87 communities and more than 175,000 are continuing our participation in 


customers. Further expansion in 1961 will Merit Scholarship program. ORTH 
increase these totals. , NI-Gas has conducted spe’. P2™ 
seminars for salesmen, switch-bogge! ing P 

operators and supervisors. We h million 

he hii his of 1960 had seminars for area architects esate 

g g | new developments in gas heating 7 tal of ‘ 

air conditioning, for restaurant 0 ilding : 
ers on new cooking techniques, Hy js the 


ven , 1960 1959 for heating contractors on service electri 
Gas sales (billions of cubic feet) .. 81.6 69.6 of gas equipment. Our home ser The firs 
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ctaetiiiantanes TITRE $ 4,085,634 $ 3,871,619 program has been expanded. “rf 
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Book value per share.................. $20.06 $19.44 , 


we successfully fought the establigfbrtland, 
Number of customers................. 173,524 165,663 ment of another municipal systemfBadquart: 


our service territory. ecutives 
Rapid growth continues to hig ‘oti 
Listed on New York Stock Exchange---Symbol MFS. | light our operations. In the past Bir i. . 
months, we have added about 4 ree-stor 
new customers and now have ab@filding, 
| 735,000. The lifting of all gas MMoviding 
1960 Annual Report will be | restrictions by the Illinois Commefiace, wil 


| Ses iti c stl ly, etion 01 
sent upon request. | Commission, additional stpply Ae 


storage gas has enabled ts to agptse s 
Métural | about 65,000 new gas heat custom * , 
3 ‘ | in the past twelve months, bring’ for t! 

the total to around 466,000. 

Our daily pipeline sv pply "Ml gas tr 
totals 619 million cubic fe:t. An? 
ditional 70 million per diy will 
delivered this fall. Last water, T 
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(and comparison with 1959) 


Dividends have been paid each year since its organization in 1935. 
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struction. Approximately $125 mil- 
lion will come from outside sources. 
This summer, NI-Gas raised $22 mil- 
lion of this by the first sale of com- 
mon stock since NI-Gas was formed 
in 1954. 

In the twelve months ended July 
31, we sold 178 billion cubic feet of 
natural gas. Revenues climbed to 
$130 million in 1960 (up 24 per cent 
from the previous year). Earnings 
per share are now $2.21. 

Intensified advertising and promo- 
tion efforts have again increased our 
sales this year. When NI-Gas began 
selling air conditioning in 1956, our 
load was about 400 tons. Now it is 


about 20,000 tons. Our air-condition- 
ing sales are well ahead of last year. 
We obtain about 85 per cent of the 
new cooking load in our service ter- 
ritory. Our activities with appliance 
dealers have increased sales again 
this year. 

In the past twelve months we initi- 
ated gas service in about 14 new 
communities, bringing the total to 309 
communities served. 

The company’s fully-owned natural 
gas exploratory subsidiary, NI-Gas 
Supply, Inc., has tallied 149 hits in 
229 drilling participations, and now 
owns about 25 billion cubic feet of 
natural gas and 500,000 barrels of 
oil. 


Northwest Natural Gas Company 


okTH\EST Natural Gas Com- 

pany in 1961 launched a new 
ding program in the amount of 
million, including the cost of land 
quisition. This program will involve 
rmination of more than thirty years 
tal of offices in the Public Service 
tilding in Portland, Oregon, which 
0 is the headquarters of a competi- 
e electric company. 
The first phase was completed in 
ay, 1961 when the company moved 
business and sales office into a re- 
deled two-story building, now 
own as the GASCO Building, lo- 
ted in the downtown core area of 
rtland. This building also serves as 


fadquarters for the company’s top 


ecutives and their staffs. 
The remainder of the move to new 
arters will not be accomplished 
til the spring of 1962, when a new 
tee-story service center and office 
ing, covering a city block and 
90,000 square feet of 


this building, which will 
600 employees, North- 
e located in its own quar- 
first time in its more than 
f existence, 
on late in 1960 of a natu- 
ismission line, constructed 
Natural Gas Company and 
‘rom a point near Camas, 
1 up the Willamette Valley 
gene-Springfield area in 
troduced natural gas for 
ie to Lane county in Ore- 
ine not only opened a new 
market for the company 


Portland Oregon 


C. H. Guerrroy, President 


but also increased the capacity of the 
company’s entire Portland and Valley 
distribution system. Lane county, 
which is located 120 miles south of 
Northwest’s Portland headquarters, 
includes the principal communities of 
Eugene and Springfield and repre- 
sents Oregon’s second largest market, 
second only to the metropolitan area 
of Portland. The initial reception of 
natural gas in this area was more 
than satisfactory, and in 1961 North- 
west invested approximately $700,- 
(00 to extend its lines to the north of 
Eugene proper and also to the south 
of adjacent Springfield. Acceptance 
of natural gas in this traditionally 
strong area for other fuels continues 
to be most gratifying. Both industries 
and residences, as well as commercial 
accounts, are being added monthly. 
Still further expansion of the com- 
pany’s operating area is occurring in 
1961. This expansion, involving con- 
struction of approximately 20 miles 
of pipeline, will bring natural gas to 
Columbia county for the first time. 
Located along the banks of the Co- 
lumbia river north and west of Port- 
land, this is the 11th county in Ore- 
gon now in the operating area of 
Northwest. It is a highly industrial- 
ized area and industrial leaders of the 
county have hailed the imminent ar- 
rival of natural gas as a valuable new 
energy source for the large lumber 
by-product industries located there. 
Continued promotion of an aggres- 
sive sales program and an orderly ex- 
pansion of existing facilities, as war- 
ranted by the economic and popula- 
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tion growth of the 11 Oregon coun- 
ties and single Washington county 
served by Northwest Natural Gas 
Company, supply credence to the an- 
ticipation of a successful growth pat- 
tern in 1962. 
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Pacific Gas and Electric Company 


San Francisco, California 































































ers inc! 
: cent S( 
Canadian Gus to Arrive in California H of 196 
325, 
muniti 
his ste 


SHERMER L. SisLey, Vice President and General Manager 


a. Gas from Canada will Two underground storage fields de- have a working storage -apacity 
start flowing to Pacific Gas veloped by PG&E are ready to re- 3} billion cubic feet wit) the aq 
and Electric Company customers in ceive large volumes of natural gas for tion of more wells and \ ompreg 


northern and central California and storage, where it will be available for capacity. sabiot 
to other consumers in the Pacific delivery to customers at peak periods. The Alberta-California sates t 
Northwest this winter. The gas will McDonald Island Storage Field, in sures a long-term supply «; C Pe. t 

j 60, t 


be delivered through the 1,400-mile, the San Joaquin River Delta near natural gas to help meet 
$300 million Alberta-California pipe- Stockton, will have a working stor- growing markets in Cai 
line, nearing completion at this age capacity of 30 billion cubic feet the Pacific Northwest. 
writing. when planned additional compressor #4 Electric Company 
Deliveries into California will be capacity of 5,250 HP is installed. ete ts of i tg 
at an average rate of 415 million McDonald Island is operated by re- Se ee ee ee Indicati 
: — ‘ oe fornia that has passed 6.5 4 n 
cubic feet a day. The pipeline will mote control from PG&E’s Brent- ;, increasing at the rate | futur< 
have an optimum daily deliverability wood Terminal station, about 17 miles year. Alberta gas adds al vice ter 
in future years of at least 800 million west of the field. Pleasant Creek Stor- cent to PG&E supplies rime begin 
cubic feet with the addition of more age Field, near Winters, Yolo county, wells in California and ‘he S muniti 


compressor stations. completed in 1959, will ultimately west. the 
t ot 

tural ga 
bsidiarie 


The Peoples Gas Light and Coke Company a 
onstru 


Chicago, Illinois ission pit 


pram 
hounted 
inditures 
; prog 
lion. 


Remick McDoweE LL, Chairman ogre 
ined s 
baa continuing expansion of pacity of almost 40,000 tons have supercharging of various compress oghy 
our pipeline and storage sub- been installed, of which about half station engines, Peoples Gas and Ghted in 
sidiaries, gas now is available for all were installed this year. other utilities are served by this pipfibesently 
uses in our market area. Peoples Gas In fields other than space heating line company, operating in an arty pipeli 
is thus in a period of intensified com- there have been intensive and exten- With eight million inhabitants. 1 Divide 
petition with other fuels. Marketing sive increases in the use of gas. Some Since Peoples Gas has _ furthfido, at a 
programs, sales techniques, and price of these are: high speed metal cut- growth potential in space heating, tet. Whe 
approaches are being studied with a ting, malt drying, heat treating, development of additional undefffat this 
view to attaining new market objec- small batch iron melting, glass an- ground storage facilities is desirabfs pipeli 
tives. nealing, plastics manufacturing and to improve the balancing of wint@ Jn addi 
The company presently is adding steel making. and summer loads. stalling 
about 600 heating customers a week Peoples Gas will receive additional Natural Gas Storage Company rept, Re 
to its lines. It is servicing about 385,- gas as the result of scheduled future Illinois, during the year increased ifmgged ci 
000 such customers, including 69 per expansion by subsidiaries. Natural peak day withdrawal capacity froglazing of 
cent of the single-family homes in the Gas Pipeline Company of America is storage at Herscher and Cooks Milli, but Pp 
city. constructing about $50 million in Illinois, by 78 million cubic feet forest. ( 
There has been a major break- facilities to increase its peak day de- 755 million. This was the third yegffited to « 
through in Chicago in the use of liverability by 168 million cubic feet in which there was an expansion @ber 15, 
large-scale gas air-conditioning equip- to 1,660,000,000. Included are about this size and another is planned fqfble to « 
ment. Facilities with a cooling ca- 350 miles of loop pipeline and the next year. alley fo 
Anoth: 
nd whic 
Public Service Company of Colorado mntion, 
e aban 
ear Der 
R. T. Person, President orage 
‘o's exmmroject | 


Denver, Colorado 


Ss ycsmenene om of the highest gas Public Service Company now fur- sion have contributed to I’ 

transmission line in the United nishes approximately 70 per cent of cellent progress during By the 

States, development of what is be- the electricity and 84 per cent of the decade. : ad in Si 

lieved to be the world’s first under- natural gas used in the State of Colo- According to the 1960 c sus fig 4 
of thi: 


ground natural gas storage facility in rado. It also serves the Cheyenne, ures, Colorado’s population | s mush! 
an abandoned coal mine, and record Wyoming area through a subsidiary, roomed to 1,754,000—an_ 1: :rease 0 = pai 
breaking construction programs to Cheyenne Light, Fuel and Power 32 per cent over the 1950 cei sus. Thigg61 to 
meet dynamic customer growth, high- Company. is almost double the nationa averagqfine sha 
light the 1961 gas operations of the Sound and diversified economic rate of growth. The s 
Public Service Company of Colorado growth of the State of Colorado with During that 10-year period omplete: 
and its subsidiaries. the accompanying population explo- 1950-59, the company’s as  cusgpinjectic 
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creased by more than 100 
sc-ring to 311,000. By the 
, PSCo was serving more 

) gas customers in 61 


ly increasing demand for 

requires a rapidly grow- 
nt in property, plant and 
n a five year period, 

‘ company’s construction 
natural gas facilities 

» $39.6 million. Gas ex- 
wr the 1961-65 construc- 
n are estimated at $69.8 


of the dramatic poten- 

growth of the company’s 

rvitory is the fact that since 

vinuing of this year, 13 new 

ics have been added or are 

cess of being added to the 

‘owns and cities receiving 

tural gas service from PSCo and 
bsidiaries. 

Construction of 225 miles of trans- 


Western Slope Gas Co., a wholly 
yned subsidiary of PSCo, to serve 
pht of these new communities lo- 
ted in Southwestern Colorado, is 
petty in progress. The transmis- 


ot, W ies ae it is believed 
at this will be the highest natural 
bs pipeline in the United States. 

In addition to the difficult task of 
stalling pipeline across lofty, wind- 
@yept, Rocky Mountain passes, the 
gged construction job includes the 
re of a trail tomy = oe beauti- 


) complete the project by “Oc. 
n order to make gas avail- 
customers in the San Luis 
the 1961-62 heating season. 
project of significance, 
is gaining world-wide at- 
PSCo’s development of 
vloned Leyden Coal Mine 
er as an underground gas 
‘ility. Initial tests on this 

I-gan in 1959, 

‘end of 1960, the company 
rage in the mine over 700 
‘ic feet of gas. Substantially 
“as was withdrawn and the 

ri tially de-watered early in 

enable the sealing of four 


ft sealing operation was 

ec at the end of August and 

lon of natural gas into the 
nOW in process. 

: project proves successful, 
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about 3 billion cubic feet of gas at 
300 pounds pressure per square inch 
can be stored in the mine cavern. 
This would provide a probable peak 
day delivery from the mine of 150 
million cubic feet of gas. 

Dynamic growth, which has char- 
acterized the company and its service 
territory during the last decade, is 
forecast to continue in the future. 


THE CHALLENGE OF TODAY AND TOMORROW 


This will require efficient modern 
facilities operated by dedicated well- 
trained personnel. 

Confident in the fact that it has 
the material and human resources to 
meet any growth requirements in its 
service territory, Public Service Com- 
pany of Colorado looks forward with 
anticipation to the challenges of the 
future. 


Rochester Gas and Electric Corporation 


Rochester, New York 


Ernest J. Howe, President 


Gas Construction Program 


‘ha present program for con- 
struction and expansion in the 
Gas 


Distribution Department will 
represent expenditures totaling more 
than $6 million by the end of the year. 

Nearly one hundred miles of new 
main will be completed. Distribution 
feeder lines are being added to pro- 
vide increased capacity for load 
growth. Service extensions to supply 
newly developed areas and improve- 
ments are being made in existing 
customer services for increased use 
of gas. Perhaps the most important 
project of the year involves doubling 
the capacity of two of the three major 
natural gas feeder lines supplying the 


distribution system. This is being ac- 
complished by upgrading two major 
pipelines for use at higher pressures. 

For the future, the Gas Depart- 
ment has the combined stimuli of 
rapidly growing space heating and 
territorial enlargements. Load from 
this new territory and increased load 
growth in the existing distribution 
system will require uniform addi- 
tion of natural gas well over 1 mil- 
lion Mcf per year during the next 
five years. Our estimate of construc- 
tion for the next five years is ap- 
proximately $25 million. This figure 
may be altered somewhat by the 

(Continued on page 58) 
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status of the economy and to some 
degree by developments in the 
regulatory field. 

Action by local, state, and federal 
governmental bodies and other au- 
thorities is increasing costs which 
must be passed on to the customers 
in the long run. Facilities must be 
located or placed where installations 
are generally the most difficult and 
therefore the most costly. Increasing 
costs in procuring easements for in- 
stallations on private property also 
aggravate the cost situation. 


Gas Promotional and Sales Program 


This company has just completed 
its 1961 residential gas space heating 
promotional campaign for dealers. 
While it is too early to assess the 
final results of this campaign, we do 
know that gas space heating sales did 
pick up during the period of the 
campaign. A similar campaign was 
held in 1960 with satisfactory results, 
and one is planned for 1962. 

We continually promote gas ranges, 
gas dryers, and gas water heaters by 
newspaper and other types of adver- 
tising. We do not expect to have any 
special campaigns for these appli- 
ances in 1961, however. We expect to 
have seventy home economic teachers 
from our entire gas service area in 
attendance for a gas range and gas 
dryer demonstration by our home 
service department on September 22. 

Plans are being developed for 1962 


for the remodeling of an old home 
where a modern gas kitchen will be 
installed and where demonstrations 
will be held over perhaps a six 
month period. The house will have 
gas heat. It will be open for public in- 
spection for several months. 

This fall we are putting on spe- 
cial gas range demonstrations in our 
straight gas territory and also in 
some of our combination gas and elec- 
tric territory where gas has not been 
too actively promoted in the past. We 
will work with dealers in a co-opera- 
tive way with these demonstrations. 

During July, August, and Septem- 
ber we have had several men making 
house to house calls on all customers 
along our major new gas mains. They 
are making a very complete survey of 
every building along these mains, de- 
termining present cooking, water 
heating, and space heating used, and 
picking up prospects for new gas 
services and for gas appliances as 
well as gas space heating. We are 
making similar surveys in our straight 


‘gas territory where mains have been 


installed for some time. These sur- 
veys are very valuable, not only in 
the promoting of immediate sales but 
in a continuing promotion of gas uses 
in the area. 

A very detailed analysis of our 
gas customers has been made, break- 
ing down space heating sales by tax 
districts. This analysis breaks down 
space heating for residential, com- 


mercial, and industrial  custon, 
Saturation figures vary irom 15 
cent up to 96 per cent. This anal 
will be used in directin: our { 
space heating sales effirts for 
three types of custom: We 
going to promote intensely jp 
low saturation areas the;s { 
our promotional dollars 

the greatest net return. 

We have prepared a bo ‘iclet “)y 
mum Specifications for I: stallatio 
Gas Fired Heating Equipment 4 
Silver Star-Designed | 
Specifications” which is 
guide for the installation 
ing equipment which wi’! insure 
customer of the best possible heat 
with maximum safety ai minim 
operating cost. We are n> only 
moting gas space heating. but we 
also promoting quality gas 5 
heating through our ‘ Silver 
Specifications.” With the competit 
heating market being what it is, 
feel that we have a duty to our 
tomers to see that they get value 
ceived for their dollars when install 
new gas space heating equipmd 
The Silver Star Specification 4 
protect the customer and _ indired 
assists us in making more sales, si 
customers are better satisfied w 
their installations. While relativ 
few new installations to date meet 
Silver Star Specifications, we do f 
that the program tends to upgrade 
installations. 


San Diego Gas & Electric Company 


San Diego, California 


OUTHERN California, and_par- 
ticularly the San Diego area, con- 
tinues to attract new residents in ab- 
normal numbers. Fortunately, our 
problems as a natural gas service com- 
pany are confined solely to supply, 
distribution, and admainistration. Most 
of our worries are related to the 
weather and the maintenance of a 
rate structure in keeping with the 
rising cost of gas and the cost of 
doing business. 

We have had no extreme cold 
spells since the abnormal growth pat- 
tern began about ten years ago. The 
area we serve experienced unusually 
mild weather throughout the years 
1958 and 1959; so much so, that firm 
gas sales for the more normal year of 
1960 showed a 30 per cent increase 
over 1959. Firm sales for the fiscal 
year ending June 30, 1961, were nine 
per cent above those of the previous 
fiscal year, an increase which we be- 


Hiram G. Dittinx, President 
lieve to be more nearly normal and 
helpful to future planning. 

These increases clearly indicate 
continued growth in the company’s re- 
quirements for natural gas. We expect 
that during the current year the con- 
tract demand will increase from 175 
MMcf per day to 195 MMcf per day. 
We expect that further increases will 
be necessary each year thereafter to 
meet anticipated customer demands, 
and, in fact, the company’s gas sales 
to customers are estimated to increase 
from 24,430,000,000 cubic feet in 
1960 to 42 billion cubic feet by 1970. 

In order to meet these anticipated 
customer requirements, the company 
last December placed in operation a 
new 52-mile 30-inch transmission line. 
Not only does this new line place us 
in a good position relative to a nor- 
mal sales increase, but it provides a 
line-pack capacity that will offset the 
need to contract for additional gas to 
meet peak demands. 


With the assurance of an adequg 
gas supply came a stepped-up p 
motional effort designed to level 4 
both daily and seasonal peaks. Spec 
emphasis has been placed 
round gas air conditioning, 
Star home builder program, 
Star range program, and 4 
gas-electric laundry equipn 
kitchen modernization prog 
sociated with these acti: 
twelve-month water heater 
and two appliance shows. 
shows, one in the sprir, 
other following Thanksgiv’' 
over 200,000 visitors eacn 
their six-day run. A very ‘ 
turn in appliance sales {» 
close of each show. The sp 
has a special feature cai¢ 
Palace of Gas.” This 3 
Spring Fair of Modern Hoi: 
as the appliance shows 1s °' 
also featured “The Weathe: world 
Air Conditioning.” The ¢ xhib 
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the growth pattern well balanced 
throughout the system. One additional 
community of 700 potential residen- 
tial gas customers was added to the 


company’s distribution system in re- 


cent months. Total residential cus- 
tomers gained during the vear 1960 
was 10,947 of a combined total of 
12,138 including commercial and in- 


dustrial. 


South Carolina Electric & Gas Company 


igust, Our company put 
ration the first package 
bine electric generator in 
hus utilizing one of our 
the manufacture of 


late 
into Of 


p world 
mmoditi + 1n 


ntages of this gas turbine 
evcioped by General Electric, 
t was designed to provide 

remote-controlled, unat- 
wer source—one that can 
erected, if required, and 
ated in or near residential areas. 
ewill use it chiefly in emergencies 
dat tinies of peak demands upon 
r systeni. 
Ve have purchased four of these 
its, The first was placed near Beau- 


quickly 


ORE people—more industries— 
more homes—more business— 
at's the promise which this decade 
ds for the South Jersey area. The 
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Columbia, South Carolina 
S. C. McMEEKIN, President 


fort, at the southern extremity of our 
service area on the coast. A second is 
being erected at the seaport city of 
Charleston. -The third and fourth 
units will also be erected at these 
two places. 

Inasmuch as our natural gas lines 
now spread into the most populous of 
our 23-county service area, it is pos- 
sible that other units will be used to 
augment conventional power sources 
should there be the need. 

Recently, our company completed 
natural gas transmission and distri- 
bution lines in the town of Lexing- 
ton, 12 miles northwest of the capital 
city of Columbia, and with this ac- 
complishment, there is now natural 


South Jersey Gas Company 
Atlantic City, New Jersey 
T. H. Kenpatt, President 


rate of population growth in our serv- 
ice area has been running well ahead 
of state and national averages for 
several years, and there is ample evi- 
dence that this trend will continue 
throughout the sixties. 

New industries are selecting sites 
in South Jersey, and existing indus- 
tries are expanding their operations. 
Plants now under construction by 
Shell Chemical Company and Mon- 
santo Chemical Company will add 
new diversity to the growing economy 
of South Jersey. Here, within over- 
night shipping distance from one- 
third of the nation’s consumers, in- 
dustry finds ample. supplies of water, 
power and natural gas, favorable 
taxes, relatively low-cost land and a 
good labor market—all just minutes 
away from the seashore and lake re- 
sort areas. 

The growing market for interrupti- 
ble industrial gas sales is matching 
the rapid increase in heating sales, en- 
abling us to operate at an annual sys- 
tem load factor of over 95 per cent. 

Better than 9 out of 10 new homes 
in our service area are being equipped 
with gas for space heating and water 
heating, and in the great majority of 
cases, for cooking. Also, each year 
many older homes are being con- 
verted to gas heating. Personal sell- 


gas in most of the communities along 
the “Ridge” area, a rich farming belt 
that stretches between Lexington, to 
the east, and Edgefield, near the 
Savannah river. 

Since natural gas was added to our 
system in late 1953, the company has 
spent $23 million in these facilities, 
and, of course, we will continue to 
expand in this phase. The arrival of 
natural gas has in the last several 
years projected our service area to 
an industrial advantage hitherto un- 
enjoyed. 

The low cost of natural gas and its 
availability has been responsible for 
several important industries locating 
in the SCEGCO service area. 


ing, co-operative promotions with 
builders and dealers, and use of the 
A. G. A. Blue Star Home Program, 
backed by good service, have com- 
bined to achieve these results. 

In a_ recent off-season heating 
campaign, heating contractors were 
offered special bonuses provided they 
ran a minimum schedule of tie-in ad- 
vertising. Fifty-six contractors par- 
ticipated, and ran thousands of inches 
of newspaper advertising to create the 
biggest exposure of the gas heat story 
in South Jersey to date. 

A three-segment Fall appliance 
campaign tied to A. G. A.’s “Great 
Autumn Sale” theme began Septem- 
ber 1. The month of September is 
devoted to a clearance event, October 
to the promotion of Gold Star gas 
ranges, and November to gas clothes 
dryers. 

To provide for anticipated load 
growth, my company plans construc- 
tion expenditures through 1965 of 
over $16 million, and is making ad- 
vance commitments for substantial in- 
creases in natural gas supplies. We 
are confident that existing regulatory 
problems will be resolved, and that 
natural gas will be available, at rea- 
sonable cost, to meet our expanding 
market requirements for many vears 
to come. 
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Southern California Gas Company 






















Los: Angeles, California me 
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F. M. Banks, President and General Manager porati 
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A REALISTIC measure of future nat- Realization of this need for a mar- tomers, including steam 4 to | 
e i 


ural gas market requirements is ket measure which includes considera- plants and cement plants, : 

becoming increasingly important to all tion of price has prompted the Amer- tant to our business. And 
elements of the industry and is being ican Gas Association to create a spe- must compete with coal, 
given prime consideration here at the cial task force. Known as the Com- nuclear power for these c:) 
Southern California Gas Company. mittee on Gas Requirements and Sup- the future. 

“Gross” market estimates, prepared ply, this group will include leading —_[p its current market « 
for several years, have been proven executives of transmission, distribu- Soythern California Ga: 
almost worthless in the face of the tion and producing companies, under has had to assume that a co 
cold reality that the future gas mar- the chairmanship of W. L. Shomaker, portion of all new steam clectric g 
ket can only be measured after con- senior vice president, Northern Nat- erating plants built after 1970 wil 
sideration of comparative gas costs in ural Gas Company of Omaha. fired by coal or nuclear «ergy, 
relation to the cost of competitive | Here in Southern California, the These other energy souces becofft7,000. 
fuels. sales of natural gas to industrial cus- snore important considerations as te ‘ 


nological advances lower their cog 
while natural gas prices inch upwa 
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already is predicting that its thi 
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gas or oil at the same location. Develop 


Atomic energy will “take its plagtural 
as an economic source of energyet, the t 
alongside natural gas, oil, falliqgund gas. 
water and geothermal steam in ce the pul 
tral and northern California,” accor@fW'MS 1 


ing to PG&E. tentially 
Another competitor for natural gh. purp 
is a coal-fired steam electric genera aj] th 
ing plant now under construction BRncion ir 
the Arizona Public Service Compa, 
in the Four-Corners area. From ty. i. 
plant, power will be transmitted abog pany | 
300 miles over 345-Kv transmission 
lines to the rapidly growing Phoeni oh, se. 
— ition, tr 


The Southern California Gas Co 
pany is attempting to take these angiss—sale 
other similar developments into complds the 
sideration in analyzing its future nays incr 

K: 3 ural gas market requirements, and tgy requ 


Treasury Department possible diversion of loads to otha United 
U.S. Savings Bonds Division, Washington 25, D.C. 


We would like to promote the Payroll Savings Plan among fuels. } | 
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in your Treasury Payroll Savings 
Plan. You benefit most when you 
actively promote this plan to your 
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ees. It offers your company a hard-to- Company two-fold: a decrease in the past ra 
beat employee benefit program. It Radiees of growth of total gas usage in Sout 
acts as an economic insurance policy oy dia aici evn California, with the col iteral ef 


for ail Americans. Fill in the coupon : ; 
C0 We have the plan. (C0 We don’t have the plan yet. fect of holding down gas prices 


now. Get some easy-to-use ideas for 
promoting this plan. They are simple. Please send us Please send complete 


They are the result of long experi- employee leaflets. facts today! the fuutre. — 
— 1c i dines een iamasamemmanaimenaae New forecasts will have to tak 

(7) these factors into _—,. = . orts fo 
only here in Southern California, “forts jn 
coil seston thevagheont the country wherever i nume;, 
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other energy sources. 











The U.S. Government does not pay for this advertisement. The Treasury Department thanks, for their patriotism, The Advertising Council and this Magazine. 
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HE opportunity for increasing 
its share of the energy require- 
nts of the United States was never 
ighter for the natural gas industry. 
Developments and improvements in 
its plggtural gas appliances and equip- 
eneragent, the upsurge of interest in year- 

falliq@und gas air conditioning, acceptance 
in ce the public of gas lights, and the 
accorowing interest on the part of many 
tentially large-volume customers in 
powered prime movers for vari- 
Is purposes present the industry 
th all the elements for a broad ex- 
msion in the utilization of natural 
aS 
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The management of an integrated 
bmpany like United Gas Corporation 
bs keen awareness of the importance 
each segment of the industry—pro- 
iction, transmission and distribution. 
is the Intter segment of the busi- 
tss—sales at the burner tip—that 
lds the final answer to the indus- 
v's increased share of national en- 
gy requirements. 
ras for many years has 
he advantages of natural 
| its applications. We have 
worked closely with 
ers of natural gas ap- 
d equipment to point up 
ing improvements in all 
‘s-burning equipment. 
results have been 
our sales and promotion 
Jas air conditioning. These 
ne past year have resulted 
humerous “big tonnage” sales for 
mportant office and hotel structures 
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Texas Eastern Transmission Corporation 


Houston, Texas 
ORVILLE S. CARPENTER, President 


Our studies of future energy re- 
quirements for the nation indicate 
that consumption of natural gas by 
1980 will approximate 23 trillion 
cubic feet annually—twice today’s use. 
We feel that the natural gas industry 
will adequately meet the challenge of 
this potential market through expan- 
sion programs such as that which 
Texas Eastern is presently under- 
taking. 

Our energy projections, which 
were released publicly this summer, 
show not only that gas use should 
double in the next twenty years but 
also confirm gas’ inherent superiority 


United Gas Corporation 
Shreveport, Louisiana 
James A. Witson, Vice President 
The Answer Is at the Burner Tip 


running from 300 tons up to 4,400 
tons of cooling equipment. 

This fall’s gas heating and air-con- 
ditioning campaign will be the largest 
and most aggressive ever undertaken 
by our company. Plans include 18 
sales meetings throughout the system 
at which presentations will be made 
of advertising and promotion activi- 
ties to be carried out systemwide. The 
sales plans are designed to include the 
co-operative efforts of heating manu- 
facturers, their distributors and deal- 
ers along with intensified sales efforts 
by our own company personnel. 

An appraisal has been made of 
manufacturers-distributors with a 
view to determining how their efforts 
can be folded into the overall pro- 
gram. Manufacturers have been re- 
quested to tell us the kind of adver- 
tising and sales promotion materials 
that will be available for inclusion in 
the campaign, and the incentives they 
will offer to dealers in connection 
with the campaign. Dealer meetings 
are an integral part of the overall 
program. 

A brochure will be distributed to 
architects and builders to promote 
various types of gas heating and air 
conditioning, and to point up the ad- 
vantages and popular acceptance of 
gas heating and air conditioning. 

At the consumer level, United Gas 
proposes to deliver the major sales 
punch that will make the efforts of all 
of our allies worthwhile—through 
newspaper, radio, television, outdoor 
and direct mail advertising in every 
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as a source of residential energy. In 
the next twenty years we project 
that gas will continue to enlarge its 
share of the residential market, and 
also experience wider usage for in- 
dustrial and power generation pur- 
poses, This growth is not without its 
problems, however. We must be con- 
tinually alert for opportunities of im- 
proving service at all levels of the in- 
dustry—through research in storage 
techniques, utilization and transmis- 
sion operations, I am confident that 
these challenges will be well met, and 
that the gas industry’s full potential 
will be realized. 





































city and town served by our far- 
flung system. 

All of these promotional and ad- 
vertising activities will be directed to 
the accomplishment of only one ob- 
jective—selling the consumer—this 
year and in many years to come. 

To take full advantage of the mar- 
ket potential in gas-powered prime 
movers our utilization department is 
currently launching a system-wide 
training program directed toward in- 
creasing sales in this important field. 
With the availability of gas turbines 
and industrial-type heavy duty gas 
engines in sizes to fit any require- 
ment, it is apparent that this area 
offers a large new field for natural 
gas sales. 

While continuing to direct aggres- 
sive sales efforts to all types of natur- 
al gas utilization, our company is 
particularly enthusiastic about some 
of the sales potential involved in the 
financing and leasing programs pro- 
posed by several of the prime mover 
manufacturers. These manufacturers 
and their dealers are offering all-in- 
clusive maintenance plans _ which 
should have special appeal to pros- 
pective customers. It is obvious that 
a substantial increase in this type of 
load will have a favorable effect on 
our earnings. 

The management of United Gas 
believes that the opportunity in the 
utilization and sales segment of our 
industry was never more challenging, 
nor has it ever offered greater op- 
portunity for growth of the natural 
gas industry. 
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Washington Gas Light Company 


UST a year ago PuBLic UTILITIEs 

ForTNIGHTLY kindly gave me an 
opportunity to write about some of 
the main matters of interest and chal- 
lenge to our company. I emphasized 
the great need for “plain, old fash- 
ioned selling.” I have not changed my 
mind a bit on that subject. One of our 
greatest continuing needs is skillful, 
persistent, intelligent, aggressive sell- 
ing backed up by or based upon all 
the sound techniques of modern 
market surveys and augmented by 
hard-hitting support from our ad- 
vertising and public relations re- 
sources. 


Confronted as we are by vast re- 
sources of skill and dollars repre- 
sented in the manufacturers of equip- 
ment for competitive fuels, we shall 
have to redouble our efforts to build 
in the minds of our customers and 
potential customers an “image” of 








Washington, D. C. 
Donatp S. Birrincer, President 


gas service and gas equipment as 
“modern, smart, less costly to op- 
erate, and best.’’ Not just ‘cheapest !”’ 

There is a crying need for more 
types of better equipment, especially 
in the air conditioning field. Lots of 
research has been done and is con- 
tinuing by A.G.A. and a number of 
manufacturers and others. But not 
nearly enough. We need “break- 
throughs” now! 


It is estimated, for example, that 
there are well over 10 million homes 
in this country where modern, com- 
petitively priced, dependable gas air- 
conditioning equipment could be sold. 
That is a lot of business, and in the 
next few critical years these homes 
are going to be air conditioned by gas 
equipment or by equipment using 
other fuels! Time is of the essence! 


So we now say, “Give us the prod- 
uct to sell, and we'll sell it!” 


The foregoing is not 
any way to minimize ot 
areas that require conci 
tion—peak shaving, broa 
ernment functions such ; 
newal, gigantic highway 
programs, the whole gan 
regulation, problems 1 
mate fuel cost levels, n 
policy, ever heightening 
from several other fuel 
construction costs, ete. 
areas entail a measure o 
need for careful industry 

However, from wher 
Washington we see peo; ¢ 
ers and potential custon 
biggest asset and our | 
lenge. If we can keep con 
to our lines and supplyin 
first-rate “natural gas servi 
age’ on modern, efficient 
we believe we shall maintain our goj 
“health” for years to come. 


Washington Natural Gas Company 


Wo important developments are 

taking place in the service area 
of Washington Natural Gas Com- 
pany. 

One, now under way and highly 
successful, is our residential conver- 
sion burner program which was 
launched during January 1961 with a 
first-year goal of 840 installations. 
By August Ist it already had ex- 
ceeded the year’s quota by over 30 
per cent and we anticipate a con- 
tinued demand for natural gas con- 
version burners for a long time to 
come because it is continuing to grow 
in popularity. It has been promoted 
by advertising and direct sales effort. 


This conversion burner program is 
based upon a leasing arrangement, 
limited to customers located on our 
existing distribution system. The com- 
pany owns and maintains the burner 
and the customer pays a monthly 
rental charge of $1.95. Leases are 
negotiated by 65 dealers on a com- 
mission basis throughout our service 
area and by our company salesmen. 


The program has ‘been received en- 
thusiastically by dealers who report 
that it offers advantages to the cus- 
tomers and to the dealers themselves. 
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Seattle, Washington 
Wittiam P. Woops, President 


For example, customers can take ad- 
vantage of the program throughout 
the year since the economy offered 
makes it convenient for a customer 
with faulty equipment to convert his 
before the equipment gives out during 
the heating season. 


A dealer advantage results from the 
initial inspection of the customer’s 
existing equipment for suitability of 
conversion before an installation is 
made since unsuitable equipment 
presents good sales opportunities to 
sell a new complete furnace. This in- 
spection also eliminates the conver- 
sion of heating equipment which is 
either too old or not suitable for 
conversion. Statistics show that of 
those prospects signed before inspec- 
tion 10 per cent have non-convertible 
equipment. Dealers also report that 
additional sales of new heating 
equipment have resulted when the gas 
company’s initial inspection report 
discloses to the customer the obsolete 
condition of his heating plant. 

The conversion burner rental pro- 
gram has produced a well balanced 
work load for our sales and service 
departments as it adds new customers 
throughout the year rather than at the 


beginning of a new heating season 

The second development that \ 
believe of general interest is Centu 
21, Seattle’s Space Age World’s F 
which is attracting nationwide atte 
tion and directing a lot of favoral) 
publicity toward natural gas. The fai 
scheduled to open next April { 
six months, will benefit the entire g4 
industry—pipelines and manutag 
turers as well as distribution com 
panies, Over ten million people a 
expected to attend and have an of 
portunity to view natural gas exhibif 
in a specially designed building 
9,500 square feet. They can also of 
serve a spectacular natural gas 
40-feet high atop the unic 
Needle tower which will reac 
600 feet into the air and c 
from all over the fair gro 
much of the city. 

The gas industry’s exhibi 
ing will include natural ga 
tions and equipment now 
veloped which will demon 
fact that natural gas is the : 
future as well as today. 7 
is to show the part the gas 
sion, distribution, and man 
companies will play in the p: 
our country into the 21st 
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)H10 presently serves over 
) customers 1n a six-coun- 
,orthwestern Ohio. Lima, 
lation of about 85,000, is 
if the twenty communities 
e company. The customer 
1,525 in 1960 represented 
single year’s gain in cus- 
lusive of customers ac- 
icquisition of properties, 
any’s history. Residential 
rcial customers using gas 
eating total 30,544, a satu- 
8.3 per cent. 


GAS SERVICE MEETS 


West Ohio Gas Company 
Lima, Ohio 
Joe D. Ret, President 


Population growth in the com- 
pany’s service area has been steady 
and in satisfying the demands of the 
expected continued growth in popu- 
lation, we estimate by the end of 1963 
the total number of customers served 
by the company will increase to ap- 
proximately 43,000, of which 83 per 
cent will be space heating customers. 

During 1960 new contract indus- 
trial gas rates were placed in effect. 
There rates are designed to develop 
new industrial gas business and to 


THE CHALLENGE OF FODAY AND TOMORROW 


attract new industries to the commu- 
nities served. 

Effective and aggressive residential 
gas load building programs are con- 
ducted in our entire service area 
throughout the year including gas 
cooking schools and demonstrations, 
all-gas home promotions with area 
builders and cooperative sales promo- 
tion programs with gas appliance 
dealers. West Ohio also merchandises 
gas appliances, gas lights and small 
tonnage gas air-conditioning units. 





Greetings and Best Wishes 


AMERICAN GAS ASSOCIATION 
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& Electric, Gas, Telephone and Water Utility Managers 
> Business, Financial and Engineering Consultants 
> Manufacturers’ Sales and Service Representatives 


> Government and Military Utility Specialists 


Proudly display this symbol of recognition, 
having satisfactorily completed 


The P.U.R. Guide 


A JOURNEY OF UNDERSTANDING THE PUBLIC UTILITY BUSINES: 





® This unique approach to the educational needs of individuals concerned with the public 
utility industry—called THE P.U.R. GUIDE — has received universal acceptance. Some- 
what descriptively, this “guide to a journey of understanding” takes you through the non- 
technical phases of utility operation. It was organized and prepared by an experienced staff 
of specialists. 

®» THE P.U.R. GUIDE is a systematically and consecutively arranged series of lessons in 
pamphlet form. It can provide you with a comprehensive understanding of the economics 
and other important aspects of public utility organization, management, finance, operation 
and regulation. 

® The utility business is becoming progressively more complex, administrative and tech- 
nical operations having become highly specialized. This course of study adds guidance to 
experience, thus assisting you to cope with problems which may confront you now and in 
the future. 


ENROLL TODAY, OR WRITE FOR FREE DESCRIPTIVE BOOKLET 


THE P.U.R. GUIDE Two annual home study programs, with weekly mailing of lesson: 








Glossary of terms especially applicable to public utility operatio: 








Mid-program and final program questionnaires graded by publishe: 








Pertinent reprints of articles from Public Utilities Fortnight] 








Personally embossed binders to hold all course materials. 











Detailed index of subject coverage, widely cross-referenced. 


Planning portfolio provided for conference program coordinator 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building & Washington 4, D. C 














PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, accountants, rate ex- 
perts, consultants, and others equipped to serve utilities in all 
matters relating to rate questions, appraisals, valuations, special 
reports, investigations, financing, design, and construction. 








AMERICAN 
SUPPORTABLE EVIDENCE iN=5-3-9NT NE 
For whatever purpose, American Appraisal provides COMPANY 


authoritative valuations and experienced interpretation SINCE 1896 


that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 
MILWAUKEE 1, WISCONSIN 
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pecier Engineers and Builders for Inaustry 


ENGINEERING - CONSTRUCTION - MANAGEMENT 
Studies +» Reports + Design « Procurement 
SAN FRANCISCO - Los Angeles + New York +» Houston 





BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 
A Division of H. Zinder & Associates, Inc. 


80 Pine Street 724 Ninth Street, N.W. 
New York 5, N. Y. Washington 1, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 


Cost of Service Determination Economic and Financial Reports 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design @ Research and Development @ Construction @ 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 
Facilities @ Surveys @ Nuclear, Chemical and Industrial Plants @ 
Transmission @ Distribution @ Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D, C. 2 Hempstead, L. I. e Santa Monica, Calif. 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





SERVICES INC. Management and Business Consultants 


] h 300 Park Ave., New York 22, N. Y.. MUrray Hill 8-1800 
Commonwea t 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St, N.W., Washington 6. D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STace 4-6111 








DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 
geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 


ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 








DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
plants tor 
ENGINEERING CO. — 
P.O. Box 1738. « industry 
" + design 
Atlanta 1. Georgia « constractian 





Ford, Bacon & Davis 


VALUATION int CONSTRUCTION 
eATION ONG Site onces 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 








FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economie and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 











Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service C-»'ers and Operating Headquarters 


New Yor« WESTBURY CLEVELAND 











Mention the FortniGHTtLY—It identifies your inquiry 
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GIBBS & HILL, Inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTOKS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 














GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Vaiuarions—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. ¥. 








HARZA ENGINEERING COMPANY 


Co lees E. . 





REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 








Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 





The uljian loyovralion 
| a, Coe oe, oe 2 2 “a cONS tf R UCT O Re 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS-—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 











(Professional Directory Continued on Next Page) 








26, 19 PTEMBER 7. 1961—PUBLIC UTILITIES FORTNIGHTLY 








PROFESSIONAL DIRECTORY 
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CHAS. T. MAIN, Inc. 


BOSTON, MASSACHUSETTS 
CHARLOTTE, NO. CAROLINA 


eo 





Pioneer Service & Engineering Co. 


PUBLIC UTILITY ig SPECIALISTS IN 
CONSULTING & 7 ACCOUNTING, FINANCING, 
DESIGN ENGINEERS Us, RATES AND DEPRECIATION 





231 SOUTH LA SALLE ST. CHICAGO 4 














Special Operating Studies 
Planning and Design 
Reports for Financing 

Economic Studies 

Regulatory Representation 2 





CONSTRUCTION , REPORTS 
SURVEYS 


NEW YORE NEW YORK 


SANDERSON & PORTER 
S«P 
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SARGENT & LUNDY 
ENGINEERS 


Consultants to the Power Industry 
@® STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


eT 


Sv cine nu niae 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys @ Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson Sx. Watkins 4-6400 New York 14, N. Y. 











STONE & WEBSTER _ NEW YORK 
ENGINEERING CORPORATION BOSTON 
DESIGN - CONSTRUCTION + APPRAISALS - EXAMINATIONS Ware gy 
REPORTS » CONSULTING ENGINEERING 


[Oat ier-}-46) Houston S¥- Fal of @- alot b-tere) Los Angeles Seattle Wel aelance) OF-1F=4- Tag 
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UNITED ENGINEERS 


& Constructors Inc. * U.E.&C. (Canada) Ltd. 
New York e Philadelphia e Chicago 


Designers, construction engineers, and engineering consultants 















Whitman, Requardt and Associates 
Sublishers of the HANDY-WHITMAN INDEX 







DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 






CONSTRUCTION COSTS 
BALTIMORE 2, MARYLAND 






1304 ST. PAUL STREET 





















Jackson & Moreland, Inc. 
BURNS & McDONNELL | | ‘tof Moreland dsterpationsl, Ine 


° ° n sult. cope ELECTRICAL—MECHANICAL—STRUCTURAL 
Engineers Architects Co ts DESIGN AND SUPERVISION OF CONSTRUCTION 


4600 E. 63rd St. Trafficway UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 


‘ a‘ Es SURVEYS —APPRAISALS— REPORTS 
Kansas City 41, Missouri wuceieces, Pumanatsen 
BOSTON —— WASHINGTON — NEW YORK 























EARL L. CARTER MINER AND MINER 







Consulting Engineer CONSULTING ENGINEERS 
REGISTERED IN INDIANA, NEW YORK, OHIO, INCORPORATED 
oe a no nie yeas GREELEY, COLORADO 

ubise Utslsty ations eports 
Original Cost Studies Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 







910 Electric Building Indianapolis, Ind. 




















COFFIN & RICHARDSON, INC. A. S. SCHULMAN ELECTRIC Co. 







CONSULTING ENGINEEES Electrical Contracting Engineers 
scene and Valuations For Regulatory, founded 1890 
Tax, and Other Purposes PowER STATION—INDUSTRIAL— 
Rate Case Preparation—Cost of Service Studies COMMERCIAL—TRANSMISSION LINES— 
Original Cost and Depreciation Studies DISTRIBUTION 
Rate Design 2416 S. MICHIGAN AVE, CHICAGO, Id, 
88 Devonshire St., Boston 9, Massachusetts Los Angeles Tampe 






































SVERDRUP & PARCEL 
Bngineers & Consultaats 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Indusirial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washingtoa 






ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anD SERVICE CO. 
327 So. LaSalle S?., Chicago 4, UL 






































GANNETT FLEMING CORDDRY AND CARPENTER, INC. A, W. WILLIAMS INSPECTION CO., INC. 


ENGINEERS Specialized Inspection Service 






















Investigations—Reports—Appralsals Poles, Crossarms, Lumber, Piles, Crossties 
Original Cost and Depreciation Studies Preservative Treatment and Preservative Analysis 
sesarlic ns scceniiateniniaaadiaia 208 Virginia St. Mobile, Ala. 
New York St. Louis’ Portland 
HARRISBURG. PENNSYLVANIA Inspectors stationed throughout the U.S.A. 
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Bechtel Corporation 

Black & Veatch Consulting Engineers 
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Burns & McDonnell, Engineers ... 
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Carter, Earl L., Consulting Engineer 
Chattanooga Gas Company 
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GEM national megane SIE. reaches 
millions of homeowners who want to be sold on new 


home-improvement ideas. Using such mass circulation 
magazines as Better Homes and Gardens, Home 





. Modernizing and New Homes Guide, the Gas Equipment 


- ? Manufacturers Group co-operates in a vigorous campaign 


- to sell Gas Utilities, Gas Equipment and Gas Appliances, 


helping to build an ever larger sales base for the 


- | entire Gas Industry. 


Gas Utilities: You can get extra dividends by 
using GEM’s free ad mats in local campaigns and utilizing 
free ad reprints to bolster direct mail programs. 
Suppliers: For further information how 
you can participate in this dynamic campaign, 
write to Gas Equipment Manufacturers 
Group, 60 East 42nd Street, 
New York 17, N. Y. 


These are the 17 GEM Sponsors whose wholehearted interest 
is building a greater future for the entire Gas Industry. 


American Cast Iron Pipe Co. M. B. Skinner Co. 

American Meter Co. Sprague Meter Co. 

Cleveland Trencher Co. Superior Meter Co. 

Fisher Governor Co. Subsidiary of Neptune Meter Co. 
E. F. Griffiths Co. The Tapecoat Co. 

Economy Governor Co. Union Switch & Signal 

Mueller Co. Div. of Westinghouse Air Brake Co. 
Pipe Line Service Corp. U. S. Pipe and Foundry Co. 

Reynolds Gas Regulator Co., Inc. Vulcan Rubber Products 

Rockwell Manufacturing Co. Division of Reeves Brothers 
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Precision workmanship by skilled craftsmen contributes to the efficiency and reliability of this 90-ton, 1800-rpm, low-pressure steam turbine rotor 


Three areas where General Electric is continually maki 
progress in improving steam turbine-generator reliabi 


General Flectric and efficiency are: 
Pre-engineered designs—engineered simplicity is the i 


in these advanced turbine designs, ready now to meet yo 


stea Mm tu rb f fl e- ge fl e rato rs eae ee ram—General Electric’s servi 


organization extends right to your neighborhood to gi 
you personalized service by experienced represeutatives 


g s 
ive Ol increased miliar with your particular machines and their place on yo 
system. 


ae = = Manufacturing breakthrough—with specialized automalt 
efficienc and reliabilit machine tools and manufacturing techniques Ge:eral Eld 
y y tric produces precision components that were ui ‘eard of 

few years ago. i 


Progress /s Our Most Important Prod: :t 


GENERAL @@ ELECT! IC 






General Electric 
Turbine-Generators 
Help Keep 


Power Costs Low 








Gas turbines for peaking, 





Mechanigtmmdrive ste° 
1 


turbines 





Steam turbine-generators Steam turbine-generators 


for large biocks of power 100,000 kw and lower base load, combined cvcles 


